Avoid Contractor Protect Yourself 
Trouble With IRS In Leasing Space 








\ 



\ 



Even small companies 
can gain from setting up 
their oivn health plans, 
but they should weigh 
the risks carefully. 
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Microsoft Office. Leading applications 

designed for Windows 95. 

Our goal is to help you work and move faster in a world of 
bigger competitors. Microsoft* Word, part of the Microsoft 
Office suite of programs designed for Windows® 95, is the first 
step. It's a word processor that removes the barriers between 
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step. Its a word processor that removes the barriers between 
you and your work, enhancing the potential of your software. 

Simple, everyday tasks now happen automatically. Spell 
checking and formatting happen on the fly, with no secret 
commands hiding their capabilities. Complex tasks are made 
simple. The TipWizard® assistant recognizes when you're 
doing something the long way, and shows you a simpler, 
faster way to do it. And if you're switching from WordPerfect 
to Microsoft Word, special support and tools makes the 
transition fast and fluid. Built-in file conversions allow you 
to easily transfer your old word processing files into Wor 
while online help for WordPerfect users helps you make t 
change with limited downtime. You and your people spend 
less time working around the software, more time working 
on the business at hand. Jjttft 

This is Microsoft Word for Windows 95. Using the power and 
simplicity of the Windows 95 operating system to access your 
software's full potential. To achieve your company's full potential 
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WOW 

■ DeatfXJd for Windows 9b 




No obstacles between you and your software. 

Now when you have a question about how to do something, just ask the Computer 
How do I print an address on an envelope?%/pe it in using jSo^w^rds an^i 
the Answer Wizard walks you through the proc<^ pRt^tiSense 11 ' technology in 

action). You don't have to rely on a computer expert to show you how. You don't 
have to spend a month's income on training and support.- Instead, the people in 

our company can find the answers themselves, m 




art), Windows, and the Windows logo are registered traden 



d the Windows Start logo, IntelllSense. f 




No barriers between you and your customers. 

Use the new Internet Assistant for Microsoft Word to create home 
pages on the World Wide Web. (Just download the tools from our 
Web site.) Save a document in HTML format and it's ready to post to 
^ ^ / the Web where current clients and new customers can find it. You 






can even use Microsoft Word to create your e-mail or Internet 



messages with WordMail. And send your message without ever 



leaving the program. Inside your company and out, it's now easier for 



you to share your ideas and stay connected with your customers. 






• Make the move to working with fewer obstacles. 

ic more information on Microsoft solutions for your small business, go to http://www.microsoft.com/smallbiz. 
W And . # you ' re thinking about moving from WordPerfect, go to http://www.microsoft.com/switch. 
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Health-care Claims submitted by Indiana restaur nut-chain owner Ami Cohens 
employees are paid from company coffers. Self-insuring can foster employee loyalty 
and cut costs — even for a small firm — but it can present risks. Cover Story y Page 16. 



Hair-products entrepreneurs Joe and 
Eunice Dudley encourage employees 1 
personal development. Making It Page 12. 
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A computer program helped Peg Ostbij 

double her travel agency's reve)iues. 
St)iall Business Computing, Page 29. 
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Editor's Note 



A Better Way To Save? 



In reporting this month's 
cover story, "Switching To 
Self-Insurance," Senior Writer 

Laura Litvan, at the right, 

found that small firms increas- 
ingly are paying their workers' 
health claims themselves 
rather than using an outside 



insurer. 

Could this approach help 
your company reduce costs? 

Possibly, but before you try it, be aware of the potential pitfalls as 
as the benefits. Both are outlined beginning on Page 16. 
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As many small-business owners know, doing business can be like 
walking through a minefield: one wrong step and you're out of 
commission. One of our goals at Nation's Business is to point out the 
land mines to help you avoid a misstep. 

In addition to our cover story, other features aimed at guiding you 

include "Before You Buy, Be Careful" and "Shut- 
ting The Door On Lease Problems." 

The former, on Page 45, details aspects of a 
business you should scrutinize before signing a 
purchase agreement. The latter, on Page 24, 
highlights ways to protect yourself in negotiating a 
lease. 

Teresa Shaheen, in the photo at left, is among 
the small-business owners featured in the leasing 
article who learned the hard way about problems 
to avoid. 




We also announce in this issue, on Page 38, the state honorees in the 
Blue Chip Enterprise Initiative, the annual competition sponsored by 
Connecticut Mutual Life Insurance Co., the U.S. Chamber of 
Commerce, and Nations Business. The program recognizes small 
companies that have overcome adversity. 
Profiles of the four national honorees will appeal* in the Apiil issue. 




Letters 




A Warning Elicited 
On Truckers 9 Liability 

Your January cover story, on the 
1996 outlook for small business, 
prompts this warning to small businesses 
that ship by truck: Demand that your 
trucker provide a complete explanation of 
the rates, charges, and rules before you 
ship, or be prepared for surprises in 1996. 

As a result of the elimination of the 
Interstate Commerce Commission, which 
has protected the shipping public for 100 
years, truckers are now free to negotiate 
individual rates and discounts. (See the 
story on the ECC'fl elimination, on Page 
32.) However, they may also impose 
restrictions and liability limitations on 
their services without notice, unless 

the shipper requests copies of the 

tariff. Most truckers are, therefore, 
placing limits on their liability for 
loss, damage, and delay — limits 
that the ICC would not have 
authorized. 

Because of a quirk in the law, 
it is possible to defeat such 
limitations imposed on ship- 
ments that occurred between 
Aug. 26, 1994, and Dec. 31, 1995, but 
claimants must assert the law or lose the 
right to recover the full value of their 
goods lost or damaged in transit. 

It's caveat emptor once again in truck- 
ing for small businesses. 
Willi am J. An (jell o 
Executive Director! General Counsel 
Transportation Claims and 

Prevention Council^ Inc. 
Huntington, N. Y 



being bought by these investment groups. 
Generally, they have paid premium prices 
for businesses, and they should be sought 
after by sellers. 
Howard N. Hecht 

Green Park Development Resources 
Poii Washington, N. Y 



The Flat-Tax Debate 
Is Missing The Point 

I am intrigued by the debate over a 
lr * J flat tax [Letters, February]. Why is 
it that those who write about an unfair tax 
burden on the middle class or who say the 
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rich are not paying their fair share cannot 
see that our objective should be to reduce 
the burden for all through a reduction in 
government? 

The only way the tax battle will be fully 
understood is when people quit thinking 
about what everybody should pay and 
begin focusing on what the government 
should spend. 
Toin Sauen President 
Western States Bond Agency, Inc. 
Dower 
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Another Avenue 
For Selling A Firm 

Just a quick comment in response to 
a question asked in January's Direct 
Line section. In "On The Block," a 80-year 
business owner was contemplating the 
sale of the business and wanted to know 
how a small-business owner can interest a 
larger company in buying the firm. 

The current mergers-and-acquisitions 
market is composed of mom than just 
corporate acquirers. Private investment 
groups, which invest in acquiring compa- 
nies, are very active in the small-business 
market, as intense competition has forced 
them to look at smaller and smaller 
transactions. 

As an associate with a middle-market 
mergers-and-acquisitions firm, I see more 
than 50 percent of the businesses we sell 



Training Is The Key 
To Repeat-Sales Success 

i^— 7] The Enterprise 2000 article in Janu- 
^— ^ ary, "Increasing Revenue With Re- 
peat Sales/ 1 was very well-written and 
covers one of the most overlooked areas in 
selling today A company's potential best 
new customers are already doing business 
with that firm — they know r and trust the 
company's products and its people. 

I was disappointed that the article did 
omit some critical areas. We must realize 
that to get improved sales from existing 
accounts, our sales teams must be trained 
effectively in areas of creative problem 
solving, negotiating, and assessing needs. 
They must become skilled in providing 
resources and ideas that the customer can 
I use. Finally, the salespeople must take 




ultimate responsibility for customer serv- 
ice and satisfaction. 

This is all easier said than done. The 
key to being successful is training and 
arranging compensation that rec- 
ognizes the value of repeat 
orders. 

If we study the com- 
panies renowned for re- 
peat sales and cus- 
tomer satisfaction, we 
will quickly see that 
they dedicate 
time and re- 
sources to ade- 
quate training. 
Ken Scott 
President 
Strategic Success 

Systemt 
Mars, Pa. 

Addressing A Couple 

Of Points About E-Mail 



you persist in looking to the* Republican 
Party for help, you'll drown. 
E. Sanchez 
Mission, Texas 



Bury The Hatchet 

With OSHA 





Regarding vour art i- 
cle"()SHALoses In 
Ruling On Multiple 
Penalties" [Date- 
line: Washington, 
January |, I believe 



: 



May I suggest that you add your 
I Internet electronic-mail address to 
the CompuServe address listed at the end 
of the Letters column each month? 

Perhaps you could also include the e-mail 
addresses of the authors of published 
letters who wrote in via e-mail. Manv of 
them would be delighted to correspond with 
interested parties about their viewpoints 
without having to use "snailmail," with its 
attendant delays and expense. 
GusPhiliKjtt 
Richmond, \xu 

[Editors note: We hare added our Internet 
address, 76496. 17-55@compuseiTe.com, at 
the end of the Letters column in this issue 
and will continue to do so. We will also 
consider publish i)ig e-mail addresses when 
we are requested to do so by letter writers.] 

The Republican Congress 
Fails To Impress 

Your beloved Republican Congress 
I [Editorials, December and January] 
has done zip. 

The Republicans are the ones who got 
us into the mess that they now can't get us 
out of. The 1980s under Presidents Re- 
agan and Bush were a disaster. Pull your 
head out of the sand and look around. 

Senate Budget Committee Chairman 
Pete V Domenici, R-N.M., was told and 
knew from Day One that his budget 
wouldn't fly. Sure there are mountains of 
fraud in Medicare, Medicaid, and w elfare. 
It's not the people enrolled in these 
programs who are at fault; it's the double 
and triple billing and bogus claims. 

The Republicans are throwing out the 
baby and keeping the dirty bath water. If 




you have missed the 
point of the event 
being reported. 
The wording of the 
headline and first 
two sentences sends the reader the mes- 
sage that business's relationship with the 
Occupational Safety and Health Admini- 
stration is invariably adversarial and that 
when business "wins" it is because OSHA 
"lost." This is an unfortunate impression 
to give readers who are trying to find a 
constructive way to cope with the increas- 
ingly complex regulatory environment. 

Given the current regulatory climate in 
the federal government, OSHA is more 
than ever looking for w r ays to ensure the 
safety and health of American workers 
without the heavy-handed tactics of its 
earlier years. 

It is a time of opportunity for business 
to set the tone for its relationship with 
OSHA for years to come, and it is 
important that the tone be collaborative, 
not adversarial. 

Even if w e in business do not agree with 
a particular OSHA policy, such as multi- 
ple penalties, and work to rescind it, as 
the U.S. Chamber of Commerce did, we 
should not be gloating over OSHA's 
losses. 

Articles written like this one can only 
anger OSHA people already smarting 
over having their policy overturned. 

Let's keep our relationships with 
OSHA businesslike and evenhanded, for 
the benefit of all. 
David L. Gendron 
Safety and Industrial 

Hygiene Superintendent 
Monsanto 
Springfield Mass. 




A First-Class Test 
Of A Charity's Merit 

There is a way to decide which 
charities to support without doing 
the kind of financial checking described in 
"Careful Generosity" [Managing Your 
Small Business, December]. 

I utilize a simple rule of thumb to gauge 
expense control. I request a statement in 



\ ) Regarding 
fr^-Workers' 



writing that no person in the organization 
travels via first-class air, either by pay- 
ment or by frequent-flier upgrade. (Actu- 
ally, I enclose a slip stating the above, 
which I request that they sign and 
return.) 
F.J. Koeac 
Akron, Ohio 

High Costs Of Workers 9 Comp 
Result Of Claims Of A Few 

a February letter, 
Comp A Concern In 
Status Of Loggers," from Richard E. 
Abbott, I am a logger of many years in the 
heart of the logging industry — south Ala- 
bama. I too am very familiar with work- 
ers' compensation and its staggering 
costs. 

These insurance companies are making 
us all pay the price for the few companies 
that have high claims. 

I do not think my company is much 
different from the majority of loggers. My 
premiums are based on the gross pay of 
all my employees. Therefore, that does 
not allow me to give raises because I 
couldn't afford the insurance premiums. 

This has been an issue for a long time. 
We all know where it is headed. The 
American dream will eventually be over 
for small businesses. 

I challenge you, Mr. Abbott, to get out 
of your office and come down and talk to 
the real world. I think you will find things 
a little different. 
Wanda Moore 
Joint Owner/Secretary 
W. W Moore Timber Co., Inc. 
Whatley, Ala. 



Correction 

"Benefit Costs Shift Into Reverse," in the 
February issue, listed an incorrect phone 
number for ordering Employee Benefits 
1995 Edition. 

To order the publication and/or the 
Employee Benefits Analyzer software, 
call l-cX00-638-6582 between 9:30 a.m. and 
4:30 p.m. Eastern time. 



You can communicate with Nation's 
Business via: 

Kl Letter: Editor, Nation's Business 

1615 H Street, N.W 
Washington, D.C. 20062-2000 

&Fax: (202)887-31*37 

=k CompuServe: 76436,1735; Internet: 



764 36. 1 735@co7)i pn serve, com 

Please include your telephone number 
and your postal address. Because of 
space limitations, we cannot print all 

letters received, and those selected for 

publication mat/ be condensed. 
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BlJ Michael Zane 




Locking On 

Teamwork 






hen your product is designed to 

be "stronger than steel," it's hard 
to believe your business still 

might need Superman 

Yet with sales of our Kryptonite locks 
pointing the company in new directions — 
and with a raft of competitors working 
furiously to make inroads on our traditional 
sales — a Superman of sorts was 
exactly what the company 
needed, someone who could 
come in and lift the business to a 
higher plane. 

Many entrepi % eneurs confuse 
giving something up with giving 
something away. But if you can't 
be a superhero and take on every 
challenge yourself, it pays to own 
up to w r hat you don't know and 
find someone who can fill your 
voids. 

Kryptonite Corp., the Canton, 
Mass., company I stalled in 
1971, makes locks, notably U- 
shaped bicycle locks. By last 
year — with iny brother Peter 
and I running the business — we 
had grown to 70 employees and 
roughly $20 million in sales. 

Over the past 25 years, our 

market has grown from just 
bikes to mopeds, motorcycles, and, most 
recently, automobile security. While w r e 
were expanding into obvious markets, our 
locks were also being used for lots of things 
besides wheeled vehicles. In fact, people 
were going to bike and motorcycle shops for 
the locks and then securing everything from 
gates to power tools and ladders on trucks. 

We wanted to pursue this new 7 business. 
With competitors making cheap knockoffs 
of our products, new markets were needed 
to sustain growth. But we didn't want to go 
bankrupt tilting after windmills — trying to 
steer people toward home-security distribu- 
tors, for example, when at least a segment 
of that market already knew 7 where to find 
our products. 

Michael Zane prepared this account with 
Contributing Editor Susan Biddle Jaffe. 
Readers with insights on staHing or 
running a business are united to contrib- 
ute to Entrepreneur's Notebook. Write to: 
Editor, Nation's Business, 1615 H Street, 
N.W, Washington, D.C. 20062-2000. 



All signs pointed to bringing someone in 
from outside to help us grow and to give 
Peter and me the time to pursue those 
avenues of business that best suited our 
talents and interests. Bringing in new 
personalities to a company with strong 
family ties — our late father made our first 
locks, and Mom still signs checks and opens 
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Bringing in a new CEO freed up Michael Zane, chairman of 
Kri)pto)iite Corp., to devote time to product development. 



the mail — isn't an easv decision; our choice 
was complicated by the fact that past efforts 
to expand the top management team with 
outsiders had failed. 

Finding the right leadership for any 
company means knowing and being honest 
about both personal and corporate 
strengths and weaknesses, as w T ell as cul- 
tiu-e and goals. 

For oiu* part, this past September we 
named Gary Furst as Kryptonite's chief 
executive officer. As chairman and company 
spokesman, I now devote most of my time 
to the manufacturing and product-develop- 
ment aspects of the business. Peter over- 
sees sales, and Gary has ultimate responsi- 
bility for new-market development, greater 
corporate profitability, and the use of 
technological advances to better communi- 
cate with retailers. 

There have been several keys to making 
this new corporate structure work. In Gary, 
we found someone with experience in 
large-corporation and international sourc- 
ing — knowledge we needed — but w T ho un- 



derstood the culture of a family business, 
something we felt was vital to the success of 
any new T relationship. Gary, who had been 
on our board of directors, w r as the fourth- 
generation head of American Brush Co. 
before Stanley Works, of New Britain, 
Conn., purchased the company. 

Equally important, we're responding to 

Gary's efforts to formalize not 
only our internal communica- 
tions but also the procedures of 
our board of directors. Gary 
reports directly to the board, and 
what had been an informal group 
has been professionalized with 
clear objectives. 

Rather than seeing Gary's ad- 
dition as a loss of control or a 
blow to our egos, Peter and I see 
it as an opportunity for all of us. 
While our family remains major- 
ity stockholders, we have given 
Gary an ownership stake in the 
firm — a reason beyond his pay- 
check to make things happen. 

And we're taking advantage of 
the reduced responsibility; from 
having more time to ourselves to 
focusing on what we do and 
enjoy best to help Kryptonite 
reach its full potential. 
Individually, none of us is a superhero- 



but you don't have to be, if you have the 
right amount of help and teamwork to keep 
your small business growing. NB 



What I 

Learned ^ 

Adding a top 
manager can help 
your firm sustain 
growth and allow you 
to concentrate on 
your strengths. 
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Corporate Card 
For Small Business 



To compete and succeed today, you 
need the right tools. That's why so 
many successful small business owners 
just like you rely on the Corporate 
Card from American Express. 

From savings on hotels, car rentals and 
overnight deliveries, to the security of 
Small Business Accident Disability 
Insurance/ to a 3% discount on Mobil 
gasoline/* the Corporate Card is vital 
for businesses like yours. With detailed 
monthly statements and quarterly 
expense reports, the Corporate Card 
also provides a complete picture of all 
charges-a big help at tax time. 

Apply for yours today by calling 

1-800-541-AMEX. 





The Corporate Card 



TO WIR SUCCESS 
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Dateline: Washington 



Business news in brief from the nation's capital. 



EMPLOYMENT 



Bills Would Affect The Hiring 
Of Skilled Foreign Workers 

U.S. businesses would have to pay 
the federal government at least 
$10,000 for each skilled foreign 
worker they hire, under immigi'a- 
tion legislation pending in the Sen- 
ate. A provision in the bill would 
impose a fee — 10 percent of a skilled 
immigrant worker's first-year pay 
or $10,000, whichever is greater — 
on businesses for each hire. The 
provision also would cut by one- 
third the annual number of employment- 
related visas. 

Proceeds from the fees would be ear- 
marked to fund job-training and educa- 
tion programs to help U.S. workers qual- 
ify for the kinds of jobs employers now 
seek to fill with skilled foreign workers. 

The provision, which is strongly opposed 
by the U.S. Chamber of Commerce and 
other business groups, is part of an immi- 
gration bill sponsored by Sen. Alan K. 
Simpson, R-Wyo. The measure is designed 
to reduce the amount of legal immigration 
allowed each year and to bolster efforts to 
curb illegal immigration. The Senate Judici- 
ary Committee is expected to consider the 
measure soon. 

A House immigration bill sponsored by 
Rep. Lamar S. Smith, R-Texas, would not 
impose a fee for hiring skilled foreign 
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A Senate plan to over- 
haul immigration laws 
would be "an absolute 
disaster." 

—William H. Gates III, 
Chairman, Microsoft Corp. 



Employment-Based Immigration 




The number of skilled 
and unskilled 
workers— and their 
family members — 
admitted to the 
United States on 
employment visas. 
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workers; it is scheduled for floor 
debate in late April. 

Overall, the two bills would 
reduce total legal immigration 
from the current level of 800,000 
a year to about 600,000 to 
640,000. The bills also would 
provide about 100,000 slots an- 
nually for the next few years to 
diminish an immigration waiting 
list of relatives of those who 
have immigrated under a 1986 
law. In addition, the measures 
would cut employment-related 
visas— to 90,000 (Senate bill) or 
1:35,000 (House)— from the cur- 
rent maximum of 140,000 a year 
and would eliminate the 10,000 
visas allowed annually for un- 
skilled workers. The fee plan 
involves foreign workers in the 
H-1B category, which provides 
visas for up to six years. 

The Simpson overhaul plan 
has been criticized by business 
leaders, including William H. 
Gates III, chairman of Microsoft 
Corp. Echoing others in the 
business community, he has 
called it "an absolute disaster" 
and said its passage would lead 
many companies to take produc- 
tion overseas. 

— Jcuncs Worsham 



POSTAL RATES 



The Ups And Downs 
Of A Postal Rate Proposal 

Almost every business would see its post- 
age costs either rise or fall under a modified 
rate-overhaul plan Issued in late January by 
the U.S. Postal Rate Commission to encour- 
age mailers to prepare items for cost-saving 
automated processing. 

If the commission's recommended rates 
are allowed to take effect, bulk mailers' 
postal rates would drop, provided they 
4 \vorkshare" — the U.S. Postal Service's 
word for affixing Z IP-coded bar codes to 
items and presorting them by destination. 
Rates for small-volume mailers, however, 
generally would rise under the plan. 

The rate commission is an independent 
body empowered by law to review and 
adjust rate changes sought by the Postal 



Service. Under the unusual postal rate- 
making process, the rate commission's 
modifications are subject to approval by the 
Postal Service's Board of Governors. 

The commission's recommendations are 
in line with a 1995 Postal Service proposal — 
with two key exceptions: The commission 
modified significantly the Postal Service's 
proposed realignment of the second-class 
rates applied to newspapers and magazines, 
and it rejected the proposed creation of 
several "subclasses" of bar-coded bulk mail. 

The commission's plan would affect the 
rates charged for all U.S. mail except 
first-class letters, whose first-ounce rate 
would remain 32 cents. Here are some 
highlights: 

First-class mail: Companies that send 
personally addressed bulk mail, such as 
customer bills, would see rates drop about 2 



cents per ounce if pieces are bar-coded and 
presorted by destination. Rates would in- 
crease by about 2 cents per ounce for 
presorted items that aren't bar-coded. 

Second-class mail: About 800 publica- 
tions with large, concentrated circulations 
and that meet bar-coding and other require- 
ments would see their costs drop an average 
of 3.7 percent. But small-volume periodicals 
and many larger-volume periodicals would 
see an average price increase of 3.5 percent. 

Third-class mail: Most bulk -advertising 
mailers would pay about 1 or 2 cents less 
per item if they use bar codes and presort 
their mail. A bulk mailer who presorts but 
does not bar-code would pay about 2 or 3 
cents more. The cost to send mail that is 

presorted by carries' route would decrease 

by about half a cent per piece. 

— Laum M. Litmn 
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in a leading role. 




Just when you thought you'd seen it all, Cessna 
takes center stage with the Citation Ultra. This 
remarkable aircraft takes another dramatic step 
forward in performance. 

With its powerful JT15D-5D engines, the Ultra 
carries more payload, more quickly to altitude than 
its predecessor, the Citation V. Climbing direct to 
45,000 feet in just 34 minutes, the Ultra rises above 
most weather and well above all turboprops. It cruises 
at speeds of nearly 500 mph, yet achieves outstanding 
efficiency through miserly fuel consumption. The 
Ultra's low cost of operation is without equal among 
aircraft in its class. 

When the Ultra takes its performance on the road, 
it shows remarkable agility at remote locations. It 
can land using just 2,200 feet of runway And after 







quick-turn service enhanced by single -point 
refueling, this exceptionally reliable aircraft is 
ready for an encore performance. 

The Ultra '$ performance is most appreciated 
by passengers who stretch out in a cabin that 
is several feet longer than other jets in its class. 
Fourteen windows provide an unobstructed 
view of the world rushing by. 

Discover for yourself why the Citation Ultra 
has received accolades from even the toughest 
industry critics. Contact Roger Whyte, 
Vice President, Worldwide Sales, 
at 1-800-4-CESSNA. 
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Fostering employee entrepreneurship; protecting against 
privacy complaiiits; keeping clients while selling thefinn. 



By Roberta Maipmrd 



MOTIVATION 



Nurturing Part-Timers 
To Be Entrepreneurs 

Motivating part-time workers has become 
something of an art at Rachel's Bus Co., in 
Chicago. From the time E. Rachel Hubka, 
the company's president, started the busi- 
ness in 1989, she has looked for ways to hire 
good workers and help them develop. 

Now, the company's 120 mostly part-time 
drivers enjoy a benefits package that in- 
cludes holiday and vacation pay and bo- 
nuses for perfect attendance. In addition, 
they get a chance to develop their own 
entrepreneurial skills in a way that not only 
enriches them but also helps the company. 

The firm contracts with the Chicago 
Board of Education to transport children 
to and from school. Hubka is also building 
revenue by offering trips for private 
groups. 

She recognized a few years ago that 
helping her drivers become more profes- 
sional would enhance the company's image. 
(Lack of respect from children and their 
parents was a regular source of employee 
complaints and morale problems.) Hubka 
also believed that increasing drivers' pro- 
fessionalism would help Rachel's stand out 
among its 35 area competitors and would 
improve the firm's chances of cultivating 
repeat private-trip business. 

To foster a professional attitude, Hubka 
provides all drivers with business cards. 
She helps them with their personal appear- 



ance and manner, and 
she teaches them how 
to talk effectively 
with customers and 
ask for their business. 
She also throws in a 
powerful incentive for 
the drivers: a chance 
to earn more. 

Private jobs are ro- 
tated among drivers, 
who get one-third of 
the revenue from 
their trips. Drivers 
who bring in business 
or are requested by 
name get an addi- 
tional 10 pei'cent of 
the job's invoice. 

For her most ag- 
gressive driver-entre- 
preneurs, the reve- 
nue from those jobs 
represents as much 
as two-thirds of their 
paychecks. For some, 
it has turned a $7,500- 
a-year job into one 

that generates more 

than $20,000 in in- 
come. The company's revenues from private 
jobs have risen to about 15 percent of total 
revenues. Hubka wants it to be 25 percent 
in a few years and 40 percent eventually. 

"If I can teach drivers to become more 
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Professionalism increases her Chicago bus firm's income — 
and drivers 1 paychecks — says entrepreneur E . Rachel Hubka, 



professional in their dealings with the 
public, that makes their job easier," Hubka 
says. "And if they have any interest in 
becoming entrepreneurs — as I did — this 
shows them how to do it." 




LEGAL AFFAIRS 



Employee E-Mail: 
Is It Really Private? 

With the increasing use of electronic mail 
and voice mail in the workplace comes the 
potential for a new kind of friction be- 
tween companies and their employees — 
over the privacy issue. 

Employees' claims and grievances re- 
lating to privacy often stem from employ- 
ers' monitoring of messages, says Linda 
Bluso, founding partner of Buckley King 
& Bluso, a Cleveland-based law firm. 
Whether the employer is looking for leaks 
of proprietary information, is monitoring 
quality or employee activity, or is merely 
checking on the computer system itself, 
many employees see it as an intrusion. 

"The difficulty is that employees tend 



to believe that information on e-mail 
systems at work [is] private and confiden- 
tial and not for the eyes of employers," 
says Bluso. "What's often overlooked by 
the employee is that the computer system 
is owned and operated by the company 
and that [employees'] activities use com- 
puter memory and other resources of the 
employer." 

Even so, in the absence of much case 
law on the subject, prudent employers 
should balance the privacy of employees 
with the needs of the company, Bluso 
says. She recommends that companies do 
the following to pre-empt problems: 

■ Avoid using phrases such as "pri- 
vate" e-mail system, "personal" or "confi- 
dential" voice mail, or "personal" pass- 
word. They create the impression that 



these communications are not subject to 
review by others. 

■ The best approach is a succinct 
written notice included in the firm's 
employment manual or posted on a bulle- 
tin board as well as a message that 
appears on the computer screen. (Before 
composing the message, review your state 
law r s on employee privacy.) 

Periodically remind employees that 
the computer equipment is company prop- 
erty and intended for business use and 
that transmissions may be monitored. 

In a legal action, says Bluso, the key is 
whether the employee had a reasonable 
expectation of privacy when using the 
system. "Once the employer has regularly 
delivered these messages, that argument 
can't be made." 
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COMMUNICATION 



Holding Things Together 
When Selling A Location 

News that one of a business's locations is 
about to be sold can start a costlv exodus of 
customers and employees. But gymnasium 
owners and operators Brian and Doris 
Forchheimer managed to keep all of their 
members and employees during the many 
months that they were negotiating to sell 
one of their two CityFitness gyms in 
Washington, D.C. 

Because the owners pride themselves on 
delivering quality and personal service and 
wanted to focus their efforts on one location, 
their first concern was how to take care of 
the six full-time employees and 550 mem- 
bers at the gym they were selling; many 
had been at the location since the Forch- 
heimers started the business in 1990. 

The Forchheimers had several offers to 
buy, but they held out for someone they 
thought would take a personal approach to 
running the gym. Although no prospective 
buyers would commit in writing to retaining 
the employees, the Forchheimers asked 
them all to talk with the staff before 
considering replacing anyone. 

As soon as the couple knew 7 that the gym 
would sell — about 10 months after the sale 
process began — they sent a letter to mem- 
bers at both locations explaining the situa- 
tion. 

When the sale process dragged on eight 
months longer, the open communication 



helped suppress rumors and quell concerns 
among employees and members. During 
those eight months, the revenue stream 
continued. Then, to ensure a smooth transi- 
tion, the couple stayed on for another 
month. 

Communication is the key/' says Brian 
Forchheimer. "We didn't w T ant to sell to just 
anyone, and w r e w r ere dead set against 
closing the gym w r hen w T e had so many 



people w r ho had been coming so long." The 
new owner agreed to retain all six employ- 
ees. The two club managers have an open 
invitation to come to the Forchheimers' 
remaining club if things don't work out with 
the new T owner. 

The couple believes that their efforts and 
upfront communications also paid off in 
increased lovaltv from the members and 
employees at their original location. 
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Communication with employees and clients helped gymnasium owners Doris and Bria)i 
Fo)vhheimersm(X)th thetmnsition whenofie oj ' their Washington D.C., sites changed hand*. 



MARKETING 



Networking 101: 
Seeing And Being Seen 

If you have a card file full of names but can't 
seem to turn those contacts into fruitful 
relationships, you may w T ant to take a closer 
look at your networking skills. 

"Networking is about being seen con- 
sistently" says Ellen Volpe, president of 
American Business Associates of Long 
Island, in Farmingdale, N.Y. Volpe runs 
several networking groups of local busi- 
ness people. "The potential lies in who a 
person knows and can introduce you to." 
But there's more to it than collecting 
business cards. Volpe offers this advice 
for greater success in the subtle art of 
networking: 

Take a long-term view. Understand 
that networking is not selling. If you're 
looking for the next order, not a relation- 
ship, you'll leave feeling that you haven't 
accomplished anything. 44 If the meeting 
results in a sale, that's great," she says, 
"but the purpose of networking is to build 

rapport. 

Before attending a function, prepare 
yourself. When the inevitable question 
arises about what kind of business vou are 
in, avoid a mundane answer such as "I sell 
copy machines." Develop and practice an 



interesting and creative way to describe 
who you are and w T hat you do. Try 
describing how T you help individuals or 
companies achieve certain goals, and, if 
relevant, provide an example of recent 
work you have done. Such descriptions 
help people make connections, and that 
helps them remember you. 

■ At receptions or in similar settings, 
adopt an attitude of host or hostess. Ask 
people what kind of work they do. By 
making them feel more at ease, you will 
feel more comfortable, too. Rather than 
drift away from them, introduce them to 
others in the room and start expanding 
the network. 

Suppress the tendency to prejudge. 
Coming to the conclusion — based on a 
person's appearance or type of business — 
that he or she can be of no help to you 
often results in lost opportunities. Effec- 
tive networking requires an open mind. 
Even in industries far apart, there can be 
commonality. 

■ Good listening skills allow you to find 
ways to segue into common-ground areas 
on a personal or business level. It's worth 
getting a book or a tape on how to improve 
those skills. 

As you begin to develop business 
through networking, it is important to 



demonstrate reliability. Deliver on yoiu* 
promises. 

■ Maintain relationships by taking the 

initiative to caU or meet with your contacts 
from time to time. 

"Networking is word-of-mouth market- 
ing, and the activity Ls cumulative," says 
Volpe. "A person's network Ls not always 
going to bear fruit, but sooner- or later it 
will. What matters Ls a consistent, patient 
approach to the acthity." 



NB TIP 



Ties That Bind 

Strengthen ties to your customers by 
creating customer user groups, recom- 
mends Paul R. Timm, author of JO Powerful 
Ideas You Can Use to Keep Your Custom- 
ers (CarttT Pro.-. $7.99). Main computer 
stores, for example, offer a place for 
customers to meet to share ideas about 
computer products. Even better: Have a 
knowledgeable employee on hand to dem- 
onstrate new products or hold workshops. 
Home eep te tl and kitchen stores have done 
this effectively. It not only offers something 
of value to customers but also provides a 
way for you to test reaction to new products 
or services and to watch for changes in 
consumers' interests and needs. M 
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Making It 



Gro wing businesses share their experiences in creating 
and marketing new products and services. 
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Nuts About Snack Food 




By limine Latus Munch 

alking, talking vending machines 
are dispensing healthy snacks in 
offices and other businesses 
throughout Missouri, thanks to a 
company called LB. Nuts & Fruit Too. 

The five-year-old Columbia company de- 
livers pound bags of snack mixes with 
names like "Ozark Gorp," "Katy Trail Mix/' 
and u Nacho Average Mix" (not your aver- 
age mix, get it? ) directly to workers at their 
desks. Seven franchises have opened across 
the state, including one in the country- 
music boom town of Branson. Last year, 
LB. Note' revenues hit $400,000, including 
franchise fees. 

Founder David Hockett started out in 
1990 with 18 products — all mixes of nuts, 



dried fruits, carob, or chocolate. He created 
catchy names with a local twist like "Capital 
Crunch," for a mix marketed in Jefferson 
City, the state capital; and "Marshall 
Munch," for the town of Marshall. 

Hockett got his nutty idea while deliver- 
ing packages for Federal Express in Co- 
lumbia. "I was going in and out of these 
offices talking with people, and I kept 
healing things like, 4 These snacks in the 
vending machines are junk/ or, 4 That stink- 
ing machine ripped me off again,' " he says. 
"I thought, 'Boy, if there was a business that 
would provide nutritious snacks, FU bet 
these people would eat it up.' " 

After pricing, testing, and collecting the 
various components of his mixes and setting 



Business goes nuts during the holidays, " says David Hockett, right, whose firm sells 
snack foods in offices; near the door is delivery man Shane Whit taken 



up a workstation in his basement, Hockett 
persuaded business managers to sign 
agreements allowing his neatly uniformed 
employees — the walking, talking vending 
machines — to visit the firms' offices twice a 
month to sell snack foods desk-to-desk. 

"I opened my first route where I had 
been delivering FedEx, and all of those 
ladies knew 7 1 w r as coming," he says. "When 
I took some vacation time and stalled my 
business, they were ready and waiting." 
The snacks cost considerably less per ounce 
than regular vending-machine fare, accord- 
ing to Hockett. "Plus, you don't have to kick 
our guys to get your change back." 

The only problem was that customers 
w r ere crunching through their supplies 
much too quickly for the visits each two 
weeks to be adequate. Demand rose for a 
storefront outlet where people could re- 
stock their desks, buy snacks for home, and 
pick up unique Missouri gifts. 

Hockett opened a store in Columbia in 
1990, and sales there have been steady ever 
since — except at Christmastime. "Business 
goes nuts during the holidays," he says. 
Sales in November were up 98.5 percent 




from the preceding ye;u % . 

I.H. Nuts products also are sold at Bass 

Pro's Outdoor World in Springfield — a 

huge store for hunting, fishing, and other 
outdoor sports and one of the biggest 
tourist attractions in the state -and at Bass 
Pro's second megastore, in Atlanta. 

Hockett's Columbia drivers stop at about 
UK) area businesses. One company e-mails 



all employees when LB. Nuts is in the 
building; a local bank announces it over the 
public-address system. 

All the franchisees get their snacks 
directly from the main store 4 in Columbia, 
when 4 Hockett's l()-person staff mixes, 
packages, and labels the bulk ingredients. 

And the name of Hockett's company? 
That came at a stoplight when he saw a 



Porsche* with the license plate "LB. Flyn." 

4i I thought, What about LB. Nuts?' I had 
considered Nuts Over Missouri," Hockett 
says, "but that wasn't going to work. I was 
already thinking about expansion." ■ 



Janine Lotus Mustek is a free-lance 
teriter in ( 'olnmbia. Mo. 



Grooming For Success 




Htf J. Tol Hnnnue Jr. 

oe Dudley has just completed a 
motivational tdk at a monthly Dud- 
ley Products, Inc., sales meeting, 
(lathered at the meeting is the 
200-member sides force of the Kernersville, 
N.C, firm, which manufactures ethnic hair- 
care products and cosmetics. The com- 
pany's president and CEO moves through 
the audience, greeting many of the employ- 
ees by mime. It is difficult to tell who is 
more energized by the encounter — the 

salespeople or Dudley. — 

"Mr. Dudley is in charge of 
the j>eople, and I'm in charge 
of the things and the money" 
explains Eunice Dudley, chief 
financial officer. The Dudleys 
co-founded the business in 
19<)7. Dudlev Products em- 
ploys 475 people, distributee 
products in seven countries, 
and brought in revenues of 
$35 million last year. 

One of 11 children, Joe 
Dudley was mistakenly la- 
beled mentally retarded in 
the first grade because of a 
speech impediment. Growing 
up in North Carolina, he says, 
he struggled through school 
and had been held back twice 
by the time he reached the 
11th grade. 

But with the support of his 
mother, who told him that 

4 \vhen slow people get it, 

they've got it," Dudley made 
it through high school and, latei; college. In 
the process he discovered the value of 
self-motivated learning. 

"When I was in the 11th grade, I decided 
to help myself and went back and studied 

materials from first through 10th grades," 

he says. "Anything you want is in the 
library." 

The Dudleys met in 19(50 in Brooklyn 
while both were selling ethnic hair-care 

/. Tol Broome Jr. is a free-lance writer in 
Greensboro, N.C. 



products part time, door-to-door, for Miller, 
Inc. Married in 1001, they eventually settled 
in ( iivensboix), N.C, and opened a Miller 
distributorship. In 19(59 the Dudleys started 
making their own line of products in their 
kitchen during a Miller product shortage. "I 
wondered if I should go and get a job but 
decided to make my own job," Dudley 
remembers. 

The Dudleys employed a dual marketing 
strategy, combining a direct-sales network 
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Hair-care-productS entrepreneurs Joe and Eunice Dudley encourage 
personal development among their employees. 



with their own chain of beauty-supply 
stores and salons. By 1976 their company 
had 14 stores and 400 employees. 

In 1976 the Dudleys moved to Chicago at 
the request of founder S.B. Fuller to help 
run his company. They continued to operate 
Dudley Products out of Chicago and in 1980 
consolidated the two companies under the 
Dudley name. A decision was made to close 
the beauty-supply stores and shift the 
company's focus to manufacturing. 

"By making our own products, we would 
be able to control distiibution and product 



quality," says Joe Dudley 58. "This deci- 
sion also enabled us to build a national 
company." 

In 1984 they moved the company back to 
(Ireensboro. Todav the firm manufactures 
200 products in an 80,000-square-foot head- 
quarters facility in Kernersville and sells 
thorn to more than 80,000 cosmetologists. 

Dudley s commitment to his employees is 
paramount. The company's monthly sales 
meetings focus not only on product knowl- 
edge and selling techniques but also on 
personal-development principles ranging 
from building self-confidence to the impor- 
tance of saving. "We try to get our employ- 
ees to look within themselves and 2'ealize 
that they decide who they are and who they 

can become," he says. 

The Dudleys 1 commitment 
to education and training led 
them to open Dudley Cosme- 
tology University in Kern- 
ersville in 1989, and branches 
in (ireensboro, Charlotte, 
Chicago, and Washington, 
D.C. The schools, which have 
graduated more than 12,000 
students, offer a 10-month 
program for those looking to 
enter the hair-care business; 
the Kernersville campus also 
has an advanced program for 
experienced cosmetologists . 
"We are on a mission to do 
more than just sell products. 
In the future the needs will 
increase far hair-care educa- 
tion worldwide," says Eunice 
Dudley. 

The company also operates 
a travel agency, a convention 

center, a publishing division, 

and an inn at the Kernersville 
site; all w r ere established to support the 
hair-care-products division. 

While Joe Dudley sets sales-growth goals 
for the company each year, he is more 
concerned with leaving a legacy in his 
industry. "There is no other business like 
the ethnic hair-eare business that African* 
Americana have as much control over/ 1 he 
explains. "I want to help empower people in 
this industry while I am here on earth and 
show them that if you w r ork hard enough 
and believe in yourself, you can make it in 
this country/' 




MAKING IT 



A Jet-Powered Takeoff 




Hij Michael Harrier 

arine Power, a company based in 
Ponchatoula, La., "marine-izes" 
engine blocks. As Marine Power 
buys them from (General Motors, 
the engine blocks are similar to standard 
automotive engines but come with some 
fittlQgfi that are specific to marine use; 
Marine Power modifies the engines fur- 
ther, to make them completely suitable 
for use in boats. 

That modification is a "tricky process/' 
says W.E. "Eddie" AUbright Jr., the 
firm's principal owner. Marine Power 
transforms the half-dozen sizes of engine 
block that it buys from (JM into perhaps 
500 marine models. They vary on such 
points as whether they're for use in fresh 
water or salt, are fuel-injected or carbu- 
reted, and so on. 

Marine Power's 40 employees build 
about 8,000 engines a year, up from 200 
when Allbright bought the business a 
dozen years ago, and its revenues in 1995 
were around $12 million. AUbright thinks 
those revenues will more than double in 
the next five years — if a new 7 product 
takes off the way he expects it to. 

Allbright was a mechanical engineer, 
working for a large company in the New 
Orleans area, when he ran across a 
"business opportunities" ad in The Wall 

Street Journal that led to his buying 
Marine Power. "When I bought the busi- 
ness in '84 f w he recalls, "we w r ere building 
engines for shrimpers. The shrimpers 
would come in the front door, and leave at 
the back door, with an engine in their 
pickup. It was like a retail business, with 
three or four college kids in the back, 
putting engines together." 

Allbright was sure that continuing the 
business in that manner was not an 
option, given the ongoing changes in 
engine technology and the growing envi- 
ronmental restraints. "I didn't think I 
could stay small forever," he says. He 
decided to enter the recreational market. 

He began marketing his first recrea- 
tional engine through trade shows. u In 
the beginning," he says, U I couldn't even 
afford to exhibit." Instead, he talked 
about the engine to "distributors of some 
of the well-known names" among recrea- 
tional engines. He used as a wedge his 
willingness to customize his engines for 
the aftermarket, so that someone who 
already had a boat, and needed a replace- 
ment engine, could get exactly what he 
wanted. Allbright went beyond what the 
other, much larger marine-engine manu- 
facturers were willing to do — and his 



prices were lower, too. 

By the time those other manufacturers 
decided to be more flexible themselves, 
Maiine Power was "a player," Allbright 
says, and he was seeking customers 
among boat companies that would use his 
engines as original ecjuipment. That mar- 
ket "is extremely tough to get into," 
Allbright says, and he used price as his 



Marine Power's revenues have been 
rising again, and now Allbright thinks 
that the jet drive, called the X-Stream, 
will give the company the distinctive 
product it needs. The differences between 
Marine Power's engines and those of its 
competitors are not that great, Allbright 
acknowledges, but, he adds, "with the jet 
drive we really have a unique product." 

Jets for pleasure boats are not new, but 
the advantage Marine Power's jet drive 
offers, Allbright says, "is that we have an 
extremely large [water] intake, and we 
can handle a lot of trash. The Achilles' 
heel of jets is trash; if you take one of the 
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Engines being "marine-ized" by a worker at their firm for use in water are examined 
by oinierW.E. "Eddie" Allbright Jr., left, and Richard Clemen.% CFOIcoutwller. 



entree, sacrificing profit at first to estab- 
lish himself. 

Around the same time, in 1992-93, 
Marine Power put close to $1 million into 
research and development, for a diesel 
engine and a jet drive, and about $600,000 
into tools and equipment needed to build 
the jet. That combination — high expenses 
for R&D, plus lower margins on sales to 
original-equipment manufacturers — "just 
about sent us down the tubes," says 
Richard Clemens, the firm's chief finan- 
cial officer/controller. 

It took "a good hard look in the 
mirror" — plus a recovering economy — to 
transform Marine Power's fortunes, 
Allbright says. The company cut overhead 
sharply, laying off about 10 people. 
Allbright also took in $1 million in venture 
capital early in 1995, although he still has 
a controlling interest in the company. 



high-speed jets and get a couple of leaves 
in the intake, you've just killed the pump." 

Says Clemens: "A lot of people can do 
the engines; nobody else can do the two 
[engine and drive] together. We think this 
is what's going to take us into the 
stratosphere." 

They expect a boat and trailer with the 
new r jet drive to sell for around $11,000 — 
and to appeal to fishermen in particular. 
"It'll replace the $20,000 bass boats, and 
let people get into some very shallow 7 
water," Allbright says. 

Looking back, Allbright has no regrets 
about staking so much on the jet drive. "The 
strategic reasons for doing it were right, 
and they're still in place," he says. "I could 
have stayed in the engine marine-ization 
business and not had to go through what I 
w ent through — but we wouldn't be poised 
for the growth that we're poised for." M 



888 Peachtree Software is the true leader 
in accounting software. The easy-to-use 
Accounting for Windows. Release 3.0 
helps you keep your books and manage 
your small business. Call to save S30 off 
the retail price. 

890 MassMutual. Learn new insights on 
how to keep the family business within the 
family Call today for our practical and 
authoritative booklet concerning the basics 
on succession planning. 

872 IBM PC Server builds affordable, yet 
reliable servers that businesses can 
depend upon Call today for more informa- 
tion about this product. 

863 Dearborn Financial. The Complete 
Book of Corporate Forms (print and disk) 
by Dearborn Financial can protect you 
legally and save you time and money Call 
for a free sample. 

855 Ryder Used Trucks provides logistics 
solutions that can help you control costs 
while improving service and reducing 
inventories Faster delivery and new mar- 
kets are also benefits. 

854 Dale Carnegie Training" gives your 
company the competitive edge with practi- 
cal, concrete skills that provide quantifiable 
results Dale Carnegie is the first choice of 
today's top businesses. 

852 Wyoming Economic Board. Find out 
about the benefits of doing business in 
Wyoming Call for information on the 
excellent business opportunities plus the 
unmatched quality of life. 

803 MICA Accounting Software. Move 
your business up from entry level account- 
ing to a full-featured system without sacri- 
ficing ease-of-use. Our award winning 
multi-user software is now available for 
DOS and Windows. 

868 Pitney Bowes can help you discover 
how to keep mail processing cost-efficient 
and to avoid over-posting expenses. Call 
for cost-saving information. 

806 American Life. New' Benefit-Payroll 
Deduction Variable Universal Life 
Insurance is funded through voluntary 
employee contributions. Employers pay 
nothing Life insurance protection plus tax- 
deferred earnings through 16 investment 
options. 

802 IBM provides easy, affordable net- 
working solutions for small businesses. 
Call for information on a free video dus a 
valuable IBM purchase bonus of up to 15%. 



1-800-597-7363 



For immediate response 
from these advertisers 

call 1-800-597-7363. 

Specify the three-digit 
number for the 
information, then provide 
your facsimile number. 
You'll receive the 
information within 
minutes. It's that simple 
and that quick. 
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892 Ascom Hasler Mailing Systems. 

Save money by learning how our new 
postal and shipping scales will make your 
mailroom more efficient and less costly. 

858 Royal Copystar. Call for information 
about our desktop and high-volume sys- 
tems. We offer a nationwide network of 
service personnel for your copier needs. 

853 Environmental Biotech, Inc. has 

exciting franchise opportunities in the U.S. 
and abroad Call now to find out how EBI 
uses environmentally safe cutting-edge 
technology to remove commercial waste 
such as grease, sugar, oil. starch, gelatin, 
and non-butyl cleaning chemicals. 

875 IBM PC Direct. Genuine IBM Desktop 
Thinkpads and Servers are only a phone 
call away Call today to get a copy of our 
latest specials by fax. 

805 Hammermill Color Copy Papers are 

specially formulated to maximize the per- 
formance of today's color copiers. The 
ultra bright shade and the smooth laser fin- 
ish provide brilliant color reproduction. 

849 G&K Services. Improve your compa- 
ny's image, promote teamwork, and 
increase productivity while providing 
protection and security with a uniform 
program from G&K Services. Call today' 

848 Mail Boxes. Etc. The world's largest 
franchisor of neighborhood postal, business 
and communications service centers target- 
ing small and home-based business own- 
ers and general consumers. Call for more 
information on franchising opportunities. 

861 Budget Rent-A-Car CorpRate 
Program saves your company money and 
time with a multi-tiered pncing structure. 
Design a program to meet your needs. 

864 Quotesmith Corporation offers free 
insurance pnce compansons on rates and 
coverages of 400+ leading insurance 
companies Call now for more information. 

880 Cessna. Tired of the cost and time 
wasted on commercial airline travel 9 Find 
out how your company can benefit from 
using a Cessna CitationJet 

867 Connecticut Mutual Call today for 
information concerning the Panorama* 
Vanable Annuity fund This tax-deferred 
retirement plan continues to be an impres- 
sive part of any financial portfolio. 

856 D&B Personalized Prospect Guide 

has up to 1 ,000 contacts for just $100. 
Take the guesswork out of prospecting and 
call for free information. 
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i rni Cohen, the owner of seven pizza 
{ and sandwich restaurants in West 

J^A Lafayette, Ind., has been offering 
wk health-care cowragn to his workers 
since he opened his first establishment in 
1M4. To him, the cost is well worth the 
benefits; medical coverage engenders em- 
ployee stability in an industry plagued by 
high turnover. 

While stability is the goal however, 
risk-taking is his means of shouldering 
health costs. Years ago, Cohen dropped the 
safety net of health coverage offered by 
insurance companies. Instead, he stalled 
paving most of his employees' health-care 
claims out of company coffers — an approach 
called self-insuring, or sell-funding. 



A self-funded health plan helps A rn i < 'ohen> 

owner of a West Lafayette, Ind., cha in 
of pizza restaurants, retain his best 
employees as well as expand the benefits 
he can offer them. 



Cohen, whose Ami's restaurants employ 
220 workers, understood that he was 
gambling. If his employees' claims were 
low in a given year, his payouts would be 
less than the premiums he would have 
paid. But if several of his workers suf- 
fered major illnesses at the same time, he 
might face a cash-flow crunch. 

Nevertheless, he knew he could never 
lose his shirt. He protected himself by 



buying special coverage called "stop-loss" 
insurance, which takes over the payment 
of claims that exceed a predetermined 
level. 

For Cohen, self-insuring has paid off. 
While he doesn't have an exact figure, he 
says, in the 18 years since he began 
self-insuring, his company has saved tens of 
thousands of dollars — compared with the 
costs of buying a standard health plan. 

At the same time, self-insuring has 
enabled Cohen to tailor his plan to the needs 
of the 65 full-time employees who partici- 
pate. He has added dental and vision 
benefits, and he has also established a 
wellness program aimed at helping workers 
who smoke to kick the habit. 



Small firms may cut costs by 
paying employees' health claims 
directly but they should carefully 
iveigh the risks of going it alone. 
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"We feel like basically we're in charge," 
Cohen says, referring to tyj>es of health 
coverage offered to his employees. "It s like 
being our own boss. Decisions are ours to 
make, not an insurance company's/ 1 

Self-insuring is not always a positive 
ex{>erience for companies, however. Some 
small firms that have made the switch have 
seen their costs increase. Even at Arni's, 
two "disastrous years" of high claim: 
in the mid-19<s()s left managers 
wondering if it had been wise for 
the company to go it alone, say 
Nancy Connors, the firm's of- 
fice manager. "But we've 
learned that if you want to try 
it, it hits to be a long-term 
commitment, " she says. 
"You're kind of playing the 
averages." 

Among small companies, 
Ami s was something of a 
pioneer when it made the 
switch in 1978. At that 
time, it was generally be- 
lieved that the approach 
could work onlv in large 
companies, where the risk of high claims 
could be spread among hundreds- -or even 
thousands— of employees. 

Over the years since then, many other 
business owners have decided to self-insure. 
In fact, companies Hocked to such plans 
during the past decade as health-care cost.- 
>nared. Between lttsf> and lWl. for exam- 
ple, employers' average •alth and 
dental insurance |wt employee increased So 
l>ereent, to $2,757, according to statistics 
compiled by the U.S. Chamber of Com- 
merce. Daring the near) identical period — 
1 i is"i to 1W5 — employee who weiv self 
funding their companies' health plans grew 
to r>7 |>ercent from :> ( .) percent, according to 

broad- based surveys by Hay/Huggins, a 

Philadelphia bas*-<f benefits' consulting 
firm. (See the bar LTaph on this page.) 



Statistics, 28 percent of employees in 1900 
who had medical benefits and worked at 
establishments with fewer than KM) work- 
ers were in self-funded plans. That shape 
rose to 32 percent in 1992, the most recent 
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The Growth In Self-Insurance 



Percentage of employers who 
self-fund health-care benefits 




1985 1987 1989 1991 1993 1995 
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year for which such figures are available. 

"Employers, under the present scheme 
of health care in America, are the payers of 

most medical bills," says Carlton Marker, 

executive director of the Self-Fhnding 
Acadenm. a professional association based 
in Winston-Salem, N.C. They realize that if 
they are going to pay the bills, they will 
want to have as much control over those 
bills as possible.* 



lthough control is a powerful incen- 



and not subject to a crazy quilt 
regulations. In effect, the law blocks states 
from regulating all self-insured plans, 
whether the company employs 10 workers 
at one site or KMMK) workers in severed 

States. 

By insulating self- 
funded plans against 
state regulation, 

ERISA has made 

those plans |>oten- 
tially less COStlv thai: 

insurance compa- 
nies' plans for two 

reasons: 

First, self-insured 

8 companies do not 
2 have to pav state in- 
° surance-premium 

9 taxes, typically 2 per- 

•> cent, or other state 
I taxes to help cover 
; the costs of the unin- 

1 sured. These to 

are routinely ap| 

2 U> health plans 
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Second, self-insured plans are not sul 

to state laws requiring insurance carriei 
include certain benefits in their plans. M 

adopted such mandates, r; nig- 
ra child immunizations and treatment 

to hair transplants and 
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small companies has been limited, it t< 
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insurance coma noi nave 
1 without the protective 
Id of the Employee Retirement 
I ncome Secu n t \ \ct oi 1! *Tl KRlSAreLfu- 
lates private pension plans and also pro- 
a federal regulatory framework for 
If-funded health plans. 
ERISA's health-ir istiTciricc provisions 
?re intended to enable large companies 




a migration toward self-insurance. 

l' to the U.S. Bureau of 



< »i 



ii in more than one state to 
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for mental illn 
coverage for herbal medicine. 

Self-insured firms can also save in other 
way- Insurers build a percentage into their 
premiums for paper handling. Eirms that 
fund their own plans typically pay someone 
else to handle the paperwork at a lower cast. 

Over time, the exemption from state 
taxes and benefit mandates and the savings 
on administrative costs can enable self- 
insured firms to achieve average annual 
savings of about 5 percent — sometimes 
much more — over the cc 
company premiums, sa\ 
senior vice president of 1 1 

But just as import 
the ability to limit risks under a self-funded 
plan. Beginning in the mid-1970s, insurance 



of insurance- 
Mike Carter, 
Muggins, 
cost savings is 
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Unexpectedly high health claims forced James Meier, co-owner of Herzog -Meier, a 
Beaverton, Ore., car dealersh ip, to reverse his decision to self-fund. 



companies began to offer stop-loss cover- 
age. It comes in two forms. One is "aggre- 
gate" coverage, which places an overall cap 
on the amount of claims a company might 
pay in a given year and pays all of the costs 
above that cap. The second form is "spe- 
cific" coverage, which pays claims exceed- 
ing a cap for each worker. 

Self-insuring is not the best approach 
for every employer, however. Many 
benefits consultants warn that once 
the number of employees covered by 
a plan drops below 50, it becomes hard to 
forecast annual claims costs. With fewer 
workers among whom to spread risks, some 
say, one or two illnesses can suddenly make 
a big difference. 

All small firms should consider funding 
their own health-care plans only if they have 
strong assets and cash flow, says Steve 
Stucky, president of S.P Stucky Co. Inc., a 
West Lafayette, Ind., firm that offers 
stop-loss underwriting and benefits consult- 
ing. "You need a lot of revenue and a lot of 
assets to back up the promises you re 
making to your employees and their de- 
pendents;' he says. 

The biggest mistake some employers 
make when they consider self-insuring, 
Caiter says, is to focus entirely on the 
potential savings from a year of low claims, 
since they retain the unspent reserved 
funds. Instead, they need to see self- 
funding as a long-term strategy in which 
good and bad years should average out in 
the employer's favor. Also, they need to 
examine whether they can handle u maxing 
out" — handling the worst-case scenario. 
In such a scenario, a company fails to set 



aside enough money to pay health claims up 
to the point at which stop-loss insurance 



That's what happened to Herzog-Meiei; 
a Beaverton, Ore., car dealership. It 
switched from an insured plan to a self- 
funded plan in 1989. In 1993 and 1994, major 
illnesses among several of the 115 covered 
employees drove costs higher than ex- 
pected. In both years, the firm had not set 
aside enough money to pay all the claims, 
and it faced cash-flow problems when it had 
to dig into other funds to pay bills. 

In 1994 alone, three unanticipated ill- 
nesses, plus many other small claims, 
required the company to spend $192,000, 
the point at which aggregate stop-loss 
coverage took over. Premiums for stop-loss 
coverage and payments to an outside ad- 
ministrator drove the cost of the firm's 
self-funded plan to $280,000 that year. 

A risk broker helped the company's 
managers decide on a fully insured Blue 
Cross/Blue Shield plan last year that low- 
ered the dealership's annual health-care 
costs to $190,000. Co-owner James Meier 
says the company is more comfortable 
being fully insured again, although, to help 
control costs, it has been forced to require 
employees to use only the services of a small 
network of medical providers. 



kicks in. The stop-loss trigger for total 
claims is typically set at about 15 to 25 
percent above the level of expected annual 
claims, benefits consultants say. The gap 
between the expected claims and the stop- 
loss coverage is where a company is taking 
its financial risk. 

"In any particular year, you could make 
out like a bandit, but you have to be able to 
tolerate the bad years," says Carter. It's 
quite possible that in a bad year the total 
costs incurred by a company will exceed 
what it would have paid if it had been fully 
insured, he says. 





ven when an employer switches to 
self-funding and saves money, there 
is no guarantee that the courts or 
lawmakers won't later weaken the 
potential advantages of the arrangement. 

For example, last year the U.S. Supreme 
Court handed down a decision that appears 
to open the door for states to tax self- 
insured health plans. In April 1995, the 
court ruled unanimously in New York 
Conference of Blue Cross and Blue Shield 
Plans et al rs. Travelers Insurance Co. that 
New York can place a surcharge on hospital 
bills paid by self-insured companies. The 

court said the tax's economic impact 
on self-insured plans was indirect 
and therefore was not in conflict 
with the federal regulatory pre- 
emption under ERISA. 

Many employment-law attorneys 
expect other states will try to tax 
self-funded plans. "I think every- 
body anticipates more legislative 
activity on the pail of states and 
more litigation to clarify things," 
says Russell Greenblatt, a partner 
with the Chicago firm of Katten, 
Muchin and Zavis. 

Meanwhile, health-insurance re- 
forms could move to the front 
burner on Capitol Hill this year. 
Among other things, some bills 
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A high threshold for stop-loss 

coverage could force oicners Frank 
James Campo and Patti Canrpo to 
end self-funding at their company 



would make fully insured plans more attrac- 
tive to small firms. (See the story below.) 

It's at the state level, however, that 
debate over whether to tighten regulation 
of self-funded plans is expected to play out 
in 1996. 

In some states, regulators want to man- 
date the levels of stop-loss coverage that 
small companies must purchase to qualify 
as self-insured. 

Small firm in some states buy stop-loss 
coverage that kicks in when claims from any 
one individual in a calendar year top $250 or 
$500, says David Randall, deputy superin- 
tendent of the Ohio Department of Insur- 
ance. As a result, he says, employers 
assume little financial risk while they avoid 
state regulation. 

Currently, 21 states have minimum levels 
at which stop-loss coverage can take over, 
and manv more could set their own levels. 
Last year, the National Association of 
Insurance Commissioners (NAIC) drafted 
a model regulation stipulating that an 
employer would have to pay at least $20,000 
per individual in claims before stop-loss 
coverage could pick up the rest. 

Such a requirement could force C&W 

Underwriters Inc., an Alexandria, La., 
property and casualty insurance agency, to 
drop its self-funded plan and return to 
regular, insurer-provided coverage for its 
14 employees. 

In July 1994 the company switched to 
self-insurance largely because it could limit 

risk for any individual's illness at $5,000, 




says Frank James Campo, 
who co-owns the firm with 
his wile, Patti. Campo has 
multiple sclerosis, and sev- 
eral other employees have 
had costly conditions. 
Campo says he would not 
want to expose the com- 
pany to $20,000 per individual in claims, as 
advocated by the NAIC. 

If states raise their stop-loss require- 
ments, Campo says, "a lot of small busi- 
nesses will be out in the cold. It would be 
devastating to us." 

Meanwhile, the market for commercial 
health-care insurance appears to be im- 
proving a bit, giving small employers 
more incentive to buy plans from insur- 
ance companies. Stiff competition among 
carriers and the increased use of man- 
aged-care networks of providers have 
helped hold down costs. 

one of these developments, how- 
ever, should necessarily deter a 
small company from considering 
self-insurance, says George Pantos, 
chief lobbyist for the Self- Insurance Insti- 
tute of America, a Santa Ana, Calif., trade 
association that promotes self-funding. In 
particular, state efforts to regulate self- 
funded health plans are likely to face legal 
challenges, he says. 

Before a small firm switches to self- 
insurance, say health-coverage experts, it 
should take these steps: 




On The Legislative Burners 



With a single piece of legislation, Congress 
could tip the scales in favor of either 
self-funded or fully insured health-care 
plans. Here are some finding proposals: 

Maryland, Minnesota, New York, Ore- 
gon, and Washington are expected to ask 
Congress to grant them waivers from the 
Employee Retirement Income Security Act 
of 1974 (ERISA), which prevents states 
from regulating self-funded plans. States 
with waivers could begin to tax self-funded 
plans. 

Legislation co-sponsored by Sen. 
Nancy Kassebaum, R-Kan., and Sen. Ed- 
ward M. Kennedy, D-Mass., is geared 
toward making it easier for small companies 
to buy and keep health-insurance coverage. 
The bill, S. 1028, would require insurers to 
sell plans to anyone seeking to buy group 
health coverage. It would also require 
insurer's to renew the coverage. 

Insurers could continue to set the basic 
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terms and conditions of 
the plans they offer, but 
thev could not base re- 
quirements on health 
status or past claims expe- 
rience. 

The bill would also set a 
maximum waiting period of 12 months for 
coverage for peCTCPB with pre-existing 
conditions and would assure job- to-job port- 
ability of benefits. 

The Senate Labor and Human Resources 
Committee has approved the legislation, 
and Rep. Marge Roukema, R-N.J., recently 
introduced a companion bill, H.R. 2888, in 
the House. 

Rep. William M. Thomas, R-Calif., has 
introduced a bill, H.R. 1234, that contains a 
provision that would bar employers with 
fewer than 50 workers from having sell- 
funded plans. The legislation is one of two 
bills introduced by Thomas that have some 
insurance-reform goals similar to the Kas- 



Start With Objective Advice 

The first thing an employer 
must do is gather data that 
could help an outside analyst 
determine whether self-fund- 
ing or fully Ensuring is the 
better approach, says Jim 
Kinder, executive vice presi- 
dent of the Self-Insurance Institute of 
America. Key information, he says, includes 
a company's total annual health-care costs 
for the past two or three years, a list of 
benefits it hopes to offer, and the amount of 
money it could set aside each month for 
claims. 

Next, go to a benefits consultant or an 
independent risk broker, who should be 
able to examine all the options objectively 
and make recommendations. 

Be mindful that some risk brokers are 
paid commissions from insurance carriers 
and thus might be inclined to recommend 
full coverage, says Bret Connors, president 
of Connors and Associates, an independent 
risk brokerage in South Haven, Mich. The 
employer should at least know where a 
broker's affinities lie before taking any 
advice, he says. "You really need to find 
someone who will unequivocally look out for 
your interests." 

Find An Outside Administrator 

Most companies contract with a third-party 
administrator (also called a TPA) or with an 
insurance company to handle routine claims 

papenvork. The relation- 




sebaum-Kennedv bill. 
Thomas* bills are pending 
in the House Ways and 
Means Committee. 



Legislation intro- 
duced by Reps. Harris W. 
Fawell, R-Ill., and William F. Goodling, 
R-Pa., would extend ERISA's state-law 

pre-emption to groups of employers w ho 

pool their risks in a single health-care plan. 
These plans, called multiple-employer wel- 
fare arrangements, or MEWAs, would 
qualify for the ERISA pre-emption 
whether thev were fullv insured or self- 
funded. 

The legislation, H.R. 995, would also 
require guaranteed renewal of health -insur- 
ance policies and would limit exclusions for 
pre-existing conditions for both sell-funded 
and fully insured plans. The legislation, 
which has broad-based business support, is 
landing in the House Economic and Educa- 
tional Opportunities Committee. 
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Good communication with third-pa i1y administrator Ben N. Yeager helps her company's 

self-funded plan ivork smoothly, says ILL. Dresser Inc. corporate semi a ry Sh irley 1 luoin. 



ship with that outside administrator is 
crucial to the plan's success. Slow process- 
ing of claims can create headaches for an 
employer — and for employees as well. 

On the flip side, a TPA who is quick to act 
and is well-versed in the workings of a 
self-funded plan can greatly reduce an 
employer's involvement. Take the case of 
R.L. Dresser Inc., a self-funded Raleigh, 
N.C., company that installs acoustical ceil- 
ing and floor tiles. Shirley Irwin, the 
company's internal insurance administra- 
tor, simply collects employee claims and 
forwards them to her TPA firm. 

The firm's staff processes them and 



resolves any disputes Irwin may have over 
charges from a provider. The outside firm 
has access to a special trust fund the 
company established as a reserve to pay 
provider bills, and the TPA writes checks 
from that fund to pay each claim. 

The TPA also provides reports detail- 
ing where Dresser's health-care dollars 
are being spent and advises Irwin on 
changes to rein in costs. Among other 
things, the TPA steered her toward a 
managed-care network to help reduce 
expenses. "It's so important to us that we 
work well together [with the TPA]," Irwin 
says. "They are very efficient." 



In 1983, 



Examine Risk-Pooling 

In some instances, small companies can pool 
their risks, forming one much larger self- 
funded plan. 

For example, about 600 employers — 
most of them small firms — are participating 
in a sell-funded group plan in California 
through an Irvine-based agricultural associ- 
ation, the United Agribusiness League. 
Each employer pays a set fee each month 
into a trust fund established by the league, 
which offers participants a range of nego- 
tiated health-care services from providers. 

Such plans, called multiple-employer wel- 
fare arrangements, or MEWAs, were once 
more common, but their popularity has 
diminished. In the early 1980s, many small 
companies fell prey to poorly administered 
MEWAs that collapsed w r hen premiums 
failed to keep up with claims. 

Congress amended ERISA to 
claiify that states can regulate MEWAs. 
Since then, some states — including Texas 
and California — have imposed restrictions. 
The new rules include requirements that 
rates for small firms fall within an estab- 
lished range. Under the pressure of heavy 
oversight, many MEWAs have gone out of 
business. 

Bill Goodrich, president of the United 
Agribusiness League, says small employers 
who want to join self-funded MEWAs can 
take some precautions to ensure the plans 
are well-run. In particular, he says, a 
MEWA that is connected with a well-known 
trade association is most likely to be on the 
up and up. 

In addition, MEWAs must file annual 
financial reports with the U.S. Department 
of Labor; the filings are on the public record 
and can provide a wealth of information 
about a plan's viability, he says. 




For More Information 



The following resources can help you 
learn more about self-funding of health- 
care coverage: 

The Sell-Insurance Institute of 
America Inc. (SUA), a Santa Ana, Calif, 
trade association for the self-insurance 
industry, offers Lowering Your Employee 
Health 'Benefit Costs Th rough Self- 
Funded Plans, a free, 11 -page booklet 
about the concept of self-funding. 

The group also offers a free detailed 
questionnaire that can be used in evaluating 
administrators who might be hired to help 
process claims. 

Through an offshoot organization, the 
Sell-Insurance Educational Foundation 
Inc., the SUA also sells several research 
biiefs on self-insurance topics for $12.50 



each. Call the SIIA at (714) 261-25513 for 
more information. 

The International Foundation of Em- 
ployee Benefit Plans, in Brookfield, Wis., 
has published an cSOO-page book, Self- 
fund iug of Health Care Benefits, that 
details the many considerations for a self- 
funded plan. The book costs $80, plus $8 for 
shipping and handling. To order, call (414) 
786-6700. 

The U.S. General Accounting Office 

recently produced a report examining the 
trend toward self-funding. To order the 
July 1995 report. Employe) Based Health 
Plans: Issues, Trends and Challenges 
Posed by ERISA call (202) 512-6000. The 
first copy is free; additional copies are $2 
apiece. 



Consider Stop-Loss Coverage 

When a company buys stop-loss coverage, 
an actuary first estimates the employer's 
likely claims expenses in the coming year. 
Aggregate stop-loss coverage — the cap on 
total claims — is typically set by carriers at 
about 125 percent of anticipated claims. 

For specific coverage, which caps expen- 
ditures on any individual, no consensus has 
emerged on how much an employer should 
spend before stop-loss kicks in. However, 
Caiter of Hay/Huggins recommends that 
the individual stop-loss figure should not 
exceed 20 percent of the company's esti- 
mated total claims. 

For instance, when estimated total claims 
come to $100,000, the individual stop-loss 
cap should be no more than $20,000. A 
company that must exceed that level to 
afford stop-loss insurance may not want to 
self-insure, savs Carter. 

Companies can negotiate two important 
provisions — in the form of riders — as addi- 
tions to their stop-loss insurance policies. 



I- 



savs William M. Bennett, ex- 
ecutive \ice president of 
VASA Brougher Inc., an Indi- 
anapolis-based pro\ider of 
stop-loss insurance. 

One provision, known as a 
"monthly accommodation 
rider" or a "monthly aggregate," protects 
an employer if there are a lot of high claims 
early in a year before enough money has 
been set aside to cover them. The stop-loss 
insurer will advance funds to cover the 
claims. 

The other provision is a "terminal-liability 
rider." It protects a company that switches 
back to being fully insured. It requires the 
stop-loss carrier to continue paying claims 
incurred before the switch but not filed by 
employees before the year ended. 




sure that they know r the com- 
pany is sell-funded but also to 
assure them that the company 
is financially capable of paying 
claims. Cohen held an initial 
b meeting with employees yean 
ago to explain the concept, and 
workers get periodic updates about the plan 
in their paycheck envelopes. 

he whole purpose of self- 
insuring is simply to find a 
more-flexible and affordable 
way to offer w r orkers health 
care in the first place, Cohen says. 




And such a plan can fulfill the purpose of 
attracting and retaining a reliable work 
force only when workers are confident 
that the bills will be paid. 

"Health care is the most important 
benefit we offer — and the most expen- 
sive," Cohen says. And because health- 
care benefits are also an imperative if a 
company is to be competitive, Cohen says 
he expects more small businesses will 
decide to self-insure. 

To order a reprint of 
1 this story, see Page 6J>. 
For fax copy, see Page 35. 



Decide How To Fund The Plan 

Under ERISA, an employer must keep all 
employee premiums paid to a self-insured 
plan in a fund, known as a 501(c)(9) trust 
because of the section of the federal tax 
code where the trust's rules are spelled out. 
While companies are not required to put 
their share of payments into the trust, many 
self-insurance experts advise that busi- 
nesses do so. 

Using this approach has several advan- 
tages. First, all contributions are tax- 
deductible, and there is no tax on interest 
that accrues, says Ron Woods, chief execu- 
tive officer of HealthCare Solutions Inc., a 
third-party administrator in Muskogee, 
Okla. Second, company managers are pre- 
vented from using the funds for other 
purposes, wiiich protects the plan if the 
company falls upon hard financial times. 

To fund the plan, many small companies 
simply divide their expected annual claims 
costs by 12 and make a monthly deposit into 
a trust. But Kinder of the Self- Insurance 
Institute suggests a more conservative 
approach. In a plans first few years, he 
advises, a small turn should deposit enough 
money to cover claims ;is if they were 
expected to reach all the way to the level 
where aggregate stop-loss coverage would 
kick in. The employer would then be fully 
shielded from the unexpected, he points out, 
and would simply retain any unused funds 
for future use. 

Keep Employees Fully Informed 

When a company self-insures, workers may 
notice little if any difference. Bat that's no 
reason to keep employees on the sidelines. 

Some small companies say that their 
workers reduce their use of unnecessary 
cjuv once thev are made aware that the 
company — not an outside insurance com- 
pany — is paying the tab. 

In West Lafayette, employees at Ami's 
restaurants have also received some educa- 
tion about self-insuring — not only to make 



Are You Ready To Self-Fund? 

Carlton Harker, executive director of the Self-Funding Academy, a professional 
association based in Winston-Salem, N.C., says you're probably ready to self- 
fund your health benefits if you can put a check in each of these seven boxes: 

[J l> We have at least 50 employees among whom we can spread the risk of 
high claims, or otherwise feel we have the assets to withstand some unpre- 
dictability year-to-year for claims. We are financially able to withstand an occa- 
sional year when employee health-care claims may be higher than anticipated. 

(J 2. Our top managers are comfortable leaving behind the month-to-month 
cost stability of a fully insured plan and are prepared to withstand more volatil- 
ity under a self-funded plan. 

CJ 3. We want to self-fund because we are committed to the idea of being in 
greater control of our benefits offerings and their costs. Our motivation isn't sim- 
ply to pick up some minimal savings that can come from being self-funded, such 
as escaping the state premium tax an insurer might charge us. 

[j 4. We have found trustworthy partners to help us handle the plan. These 
include a consultant or risk broker who can help us objectively examine whether 
to be self-funded or fully insured, an outside firm to handle administration of 
benefits, and a stop-loss-insurance earner who can sell us affordable coverage. 

Q 5. We have purchased stop-loss coverage to insure us against the years 
when we will have a high level of unanticipated claims. We have coverage 
against losses stemming from any one persons illness, known as "specific" cover- 
age, as well as "aggregate" coverage, which protects us against an overall level of 
annual claims that is higher than anticipated. 

(_] 6. We are aware that we have many options under our plan. We know that 
we can pay the company's share of employee health claims as they come in, or 
we can set aside a fixed amount each month in a trust fund. We also know that 
under a self-funded plan, we may direct employees to use a managed-care net- 
work of doctors and hospitals, or let them choose any health-care provider. 

Q 7. We have thought through any concerns our workers might have about 
self-funding. We are ready to explain the change to them thoroughly and to an- 
swer any questions they may have. If we have a union, we have met any con- 
tractual obligations we have to involve the union in the process. 
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Regulator reform is the 
main goal for business, 
but the election year and 
budget battles could get in 
the way. 



By Da r id Warner 
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Metal-castings manufacturer Scott Hoi nam is hopeful that Congress will consider bills important to 

business, such as legislation to reform the regulatory process. 




usiness owners are still hoping that 
the Republiean-led Congress will 
address their top priorities this year 
despite the distractions of continued 
budget wrangling and election-year politics. 

Topping businesses wish list are regula- 
tory reform, pension simplification, revi- 
sions in independent-contractor rules, tax 
cuts, tax-system reform, and repeal of the 
Davis-Bacon prevailing-wage law. 

Studies have shown that regulations cost 
businesses more than $600 billion a year. 
Consequently, "regulatoiy refoiin is abso- 
lutely critical to business," asserts Scott 
Holman, president and chief executive offi- 
cer of Bay Cast, Inc., and Bay Cast 
Technologies, both in Bay City Mich. The 
two companies, which have 75 workers 
combined, manufacture metal castings for 
tool dies and other machinery. 

But Holman — and small-business people 
in general — could be disappointed, as the 
legislation they seek may prove elusive. 

Norman J. Ornstein, an expert on Con- 
gress and a resident scholar at the Ameri- 
can Enterprise Institute, a public-policy 
think tank in Washington, D.C., says, 
"Republicans badly need a record of accom- 



plishment on which to run for re-election," 
but he notes that "it's always difficult [to 
pass legislation] in an election year." 

And 1996 Is no run-of-the-mill election 
year. Disagreements between the White 
House and the ruling Republicans in Con- 
gress — and even between ideological fac- 
tions in both the Democratic and the 
Republican parties — have stalled much of 
the ambitious legislative agenda that helped 
the GOP capture Congress in 1994. 

The 1996 congressional calendar and 
the continuing disagreements over plans 
to balance the federal budget provide 
little time for legislating or for lawmakers 
to get back home to campaign for re- 
election. 

While many House and Senate incum- 
bents have announced they plan to retire, 
88 Senate seats and all 435 House seats — 
in addition to the presidency — will be up 
for grabs in November. 

"There's obviously much work that needs 
to be done," says Rep. J.C. Watts, R-Okla., 
one of the leaders in the freshman class of 
the 104th Congress. It was Watts and his 72 
fellow Republican freshmen elected to the 
House in November 1994 who helped put 



the GOP in the majority in 
the lower chamber for the 
first time in 40 years. They 
also were instrumental in 
pushing through an aggres- 
sive, 10-point legislative 
agenda — the Contract With 
America — and legislation to 
balance the budget by 2002. 

The contract called for, 
among other things, reform 
of the regulatory process, 
the welfare system, and the 
legal system, and it advo- 
cated a reduction of the 
capital-gains tax and reform 
of the estate, gift, and alter- 
native-minimum taxes. 

But only a small part of 
that agenda made it 
through the Senate in 1995, 
and budget talks with a 
defiant White House have 
now r dragged on for six 
months. 

The GOP budget plan 
approved by Congress — 
and then vetoed by Presi- 
caUed for reducing federal 



dent Clinton- 
spending by $960 billion and cutting taxes 
by $245 billion by 2002. As of mid -February, 
no budget deal had been reached, and other 
issues were taking a back seat to the fiscal 
fight. 

"As long as the budget is on hold," says 
Omstein, "the rest of the agenda [will have] 
great difficulty overcoming the inertia." 

Still, the House will move forward in 
1996, according to the office of House 
Majority Leader Richard K. Armey, R- 
Texas, who helps formulate the Republican 
agenda and schedules floor votes on legisla- 
tion in the House. The House is expected to 
consider, among other measures, a new 
farm bill similar to one approved 64-32 by 
the Senate in early February. Both bills 
would allow fanners to plant crops free of 
government restrictions and would elimi- 
nate federal agricultural subsidies on 
grains, oil seeds, and cotton. 

The House also expects to take up 
immigration-reform legislation and bills to 
reauthorize and fund various government 
programs, including the controversial Su- 
[>erfund hazardous-waste-cleanup law. In 
addition, House leaders could schedule for 







Lawmakers helping 

shape Congress' 1996 

agenda include, from 

left freshman Rep. 
J.C. Watts, R-()kla.; 
Senate Majority 
Whip Trent Lott; and 
newly elected Sen. 
Rot/ Wyden, D-Ore. 
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consideration a measure to overhaul the 
Occupational Safety and Health Act. 

The Senate's agenda will be less ambi- 
tious, according to Majority Whip Trent 
Lott R-Miss. "It's going to be an abbrevi- 
ated year/' he says, noting that Congress' 
schedule includes a monthlong break in late 
summer for political conventions and an 
Oct. 4 adjournment so members can cam- 
paign full time for re-election. 

Lott says Congress will work on bills that 
are tied up in House-Senate conference 
committees, including legislation to over- 
haul product-liability laws. Annual agency 



funding measures also are top priorities, 
Lott says. "[But] if we don't do anything 
else this year," he says, A \ve must do 
regulatory reform." 

But Senate Democrats, who blocked the 
regulatory-reform bill last year, aren't 
likely to acquiesce in 1996. In fact, they will 
have an easier time keeping the Republi- 
cans from getting the 60 votes needed to 
break a filibuster after winning the seat in 
Oregon vacated by Sen. Bob Packwood. 

Packwood resigned in October over alle- 
gations of sexual misconduct. Ron Wyden, a 
Democrat who was serving in the House, 



won a special election in 
January to fill the re- 
maining three years of 
Packwood's Senate 
term. Wyden s victory 
narrows the GOP mar- 
gin in the Senate to 5947, 

House Democrats, who spent most of 
1995 bashing the Republicans and ruing 
their new minority status, have switched 
strategies for this election year. They're 
pushing their own legislative agenda. 

In January, Minority Whip David E. 
Bonior, D-Mich., called for raising the 
federal minimum wage, enhancing educa- 
tion, inserting labor and environmental 
standards in trade agreements, cutting 
"corporate welfare,' 1 and empowering em- 
ployees by making it easier for labor unions 
to organize workers. M 
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Rule No. 1: Get everything 
in writing — after you 
cons nit a real- estate 






expert — and have a 
la wyer examine the 
document 



By Barbara Ktchieson 




ike many business owners who have 
leased new quarters or expanded in 
their current locations, Dan Tucker 
thought the lease he signed covered 
every eventuality. But one night, after a 
pipe broke in his space and flooded the 
business below, he discovered things 
weren't as clear-cut as he had thought. 

u The landlord said I was responsible 
for the damage the water caused below 
me, while my insurance company said it 
was the landlord's responsibility and 
refused to pay for any of the repairs," 
says Tucker. "Although initially the 
broken pipe and the attendant lease 
dispute and move to a new space were 
very time-consuming problems, they 
ultimately became the catalysts for the 
re-evaluation of the entire wav mv wife, 
Maureen (McKinnon], and I run our 
business." 

Luckily for the couple and their 
Boston-based flower-retailing com- 
pany, Back Bay Blossoms, the prob- 
lems that resulted because issues were 
not clearly covered in their lease even- 
tually were resolved in a positive way. 
But not every tenant is as fortunate. 
"Were in the middle of a dispute with 
our landlord because we didn't get 

everything in writing," explains Shawn 

Stockman, marketing director for Fu- 
ture HealthCare, Inc., a Chapel Hill, 
N.C., consulting firm. 

Stockman recalls how he and his 
partners thought they could renew 
their lease and stay in then* existing 
location, since they had never been in 
default during their primary lease term 

and were already occupying the space. 
u We learned the hard way never to 
assume anything when it comes to 
leasing space and to always get a 
renewal clause in your initial contract," 
says Stockman, "Don't count on anv — 
oral agreements with the landlord — get 
everything in writing immediately." 

Without written documentation to back 
up the oral commitments he says he 
received from the landlord on their lease 
renewal, Stockman and his partners unex- 
pectedly find themselves facing an un- 
wanted and costly move to new quarters. 

Barbara Etchieson is a free-lance winter 
in Austin^ Texas. 



Someone On Your Side 

One way to limit your exposure to such 
potentially expensive and time-consuming 
relocations or lease disputes is to engage 
the services of a qualified commercial-real- 
estate broker right from the start 

"Leasing has become a very complicated 
process," says Dick Duryea, president of 
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With her lease-renewal clavsi expired, T< resa 

Shaheen is being forced to move her company. 



Richard D. Duryea, Inc., a Manhattan- 
based real-estate company "What used to 
be a simple contract has turned into a 40- to 
(50-page document filled with very complex 
issues many tenants are not always 
equipped to deal with on their own. That's 
one reason it's becoming increasingly im- 
portant for tenants of all sizes to get the 
advice of a real-estate consultant before 
they sign a lease." 



If you do elect to work with a broker, do 
so before you look for space, not after you 
enter into lease negotiations with a potential 
landlord. Even owners of smaller compa- 
nies who aren't going to lease large blocks 
of space can usually find a real-estate 
consultant to help them in today's market 
Says John Stacy president and chief 
operating officer of Cohen-Esrey Real 
Estate Services, Inc., in Kansas City, 
Mo.: "If you have a company with 
limited space needs, you may not 
always capture the attention of a bro- 
ker who's been in the business 25 vears 
and only does the largest deals in town, 
but you can make up for that by hiring 
a good, young, aggressive broker who 
did 50 to (>0 leases similar to yours last 
year and now has the experience to 
handle your transaction." 

Stacy adds, "Young brokers always 
hope that today's small deals will turn 
into tomorrow's big leases, so you 
should be able to get a qualified broker, 
whatever your company's size." 

One way to find a good broker is to 
contact the sales managers of several 
local firms in commercial real estate. 
After explaining your situation, ask the 
managers to recommend the agents in 
their offices whose experience matches 
your requirements. Whether you are 
looking for office, retail, or industrial 
space, try to find a broker who special- 
izes in your type of lease. 

"Once you've narrow T ed the field to 
several brokers w r ho interest you, ask 
them for the names and phone numbers 
of other clients with whom thev have 
worked recently/ 1 says Stacy, and call 
those clients to see if they were satis- 
tifed with the brokers' work. 

And Duryea recommends that you 
look for a broker "who can become a 

— long-term adviser to your company, not 

just a salesman who's in the deal for a 
quick buck." 

It's also a good idea to ask brokers about 
their fee structures. Traditionally most 
brokers are compensated by building own- 
ers once leases are signed, but this isn't 
always the case, so be sure to confirm this in 
waiting to avoid any surprises. 

Many brokers ask their clients to sign a 
letter of exclusive representation, stating 
that they will work only with that broker in 



lease negotiations, "Look for a 
letter that cle<irly explains what 
the broker is going to do for 
You," savs E.D. Harden, owner 
of Hay den Probity Manage- 
ment, a eommercial-real-estate 
Company in Austin, Texas. "It's 
also a good idea to include a 
30-dav cancellation clause for 
both sides in case things don't 
work out." 
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Details, Details 

With or without a broker, try to 
keep your company's priorities 
foremost in vour mind as vou 
consider properties. 

"There were only five or six 
buildings with space available in 
the area we w r ere willing to 
consider leasing in, so that nar- 
rowed our search quite a bit," 
says Dave Jacobson, owner of 
Amherst International, Inc., a 
Bellevue, Wash., import/export 

business. "Of those, w T e picked 

the one with the best office 
lavout and easiest access for our clients. 
Unfortunately, w T e didn't discover our space 
w T asn't all on the same thermostat until after 
we moved in, so now T it's not always the 
same temperature all over our suite — 
something I wished we'd asked about 
before we leased." 

Jacobson also says matters such as 
carpet cleaning and building maintenance 
should be spelled out in the lease. 

Operating costs also should be factored 
into any leasing equation. Bill Bacon, a 
tenant adviser for CB Commercial Real 
Estate Group, Inc., in San Diego, says, "If 
you're moving into a building which has 
been built for several years, you could 
potentially be partially responsible for large 
future repair bills for items such as the 
air-conditioning system or roof if you don't 
structure your lease carefully." 

With many tenants packing their leased 
spaces with more employees per square 
foot, parking is becoming an issue. "Make 
sure your company has adequate parking 
guaranteed, both during the initial lease 
term and in any renewals," says Bacon. 
"Don't just assume plenty of parking will 
always be there just because the lot looks 
empty the day you go to look at the 
building." 

The Final Inspection 

After all the business terms of vour lease 

%/ 

have been worked out, have the document 
review ed by a real-estate attorney. "Find an 
attorney who specializes not only in real 
estate but who has experience dealing with 
the kind of property you are leasing," says 
Hayden. "An attorney who doesn't have 
that type of unique knowledge might not 
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A lease dispute and a move to a new space ultimately 

turned out positively for Boston florist Dan Tucker 



always be aware of all the language that's 
\ital to a good lease." 

Anne Dresser, owner of the Apartment 
Store, Inc., an apartment-locating service in 
Denver, says: "I always feel it's a good idea 



to get a lawyer to look over your [office 
Space] lease before you sign it, just like I 
think it's important to negotiate upfront for 
any signage rights your company may need, 
because once you sign that lease, your 
bargaining position is so much weakei*." 

aintaining your negotiating posi- 
tion is important. A qualified real- 
estate attorney and a broker can 
help you avoid pitfalls and ensure 
that both the tenant's and the landlord's 
rights and responsibilities are clearly docu- 
mented. Without detailed lease terms and 
the thorough planning that precedes them, 
the outcome may go against you. 

"Even though I've been a good tenant for 
four years, my landlord just let me know T I 
have to be out of my space in 30 days so a 
new tenant can move in," says Teresa 
Shaheen, a certified public accountant and 
owner of Pack, Fax and Tax, a Houston- 
based tax- and business-services company. 

u When my lease expired several months 
ago, I decided to go month to month w hile I 
resolved a difference with the landlord," says 
Shaheen. "Now he's telling me the renewal 
clause in my original lease, w T hich I assumed 
would protect me from this sort of tiling, is no 
longer valid and I'll have to move. I never 
dreamed this could happen to the business 
I've worked so hard to build." \E 



Now. 

Smarter mail processing 

in half the time. 





Up to five times faster than conventional methods for processing individual pieces of 
mixed size, weight and class of mail or parcels Unexcelled versatility in computing, 
processing, and accounting for postage and shipping charges. 

• Patented, differential weighing technology. 

• Data collection and reporting for chargebacks to up to 10,000 accounts 

• Manifesting available for USPS, UPS and other common carriers. 

• User-friendly, non-dedicated PC system permits other business functions 

For a demonstration or more information, please call your local Ascom Hasler 
dealer or 800/243-6275. Fax 203/929-6084. Ascom Hasler Mailing Systems ,lnc. 



aSCOtn Hasler 

Now you've got a better choice. 



Circle No. 41 on Reader Service Card 







For sv/all and midsize 
companies, the challenge is 
to customize solutions to a 
broad problem, 



By Michael Barrier 





If, as the saying 
goes, all politics is 
local, the same 
often could be said 
of efforts to close the 
skills gap that compa- 
nies are finding 
throughout the Ameri- 
can work force. Some- 
times, though, local 
and national solutions 
to the skills shortage 
intersect at a busi- 
ness, in a way that 
shows how they can 
reinforce each other. 

N ort on Manufactur- 
ing Co., in Fostoria, 
Ohio, south of Toledo, 
has pursued intensely 
local solutions to the 
need for skills train- 
ing — but it is also tak- 
ing part in a national 
program that prom- 
ises to yield results 
that are highly adapt- 
able to an individual 
company's needs. 

Norton began in 
1950 as a two-man 
tool-and-die shop, 
stalled by the grand- 
father of Rick Norton, 
the current owner. As 

the company ex- 

panded, says Ran- 
dolph Toscano Jr., who was Norton's 
human-resources manager during the re- 
cent period of the company's most rapid 
growth, "we found that making crankshafts 
was going to be our niche." 

So successfully has Norton occupied that 
niche that over the past five yean it has 
increased its work force tenfold, to some 400 
workers. The number of employees doubled 
in 1995 alone. 

With that expansion came an urgent need 
for employee training and testing. 'We're 
trying like heck to train our own people," 
says Aurice J. Hoover, Norton's vice presi- 
dent of operations, "because the schools are 

not getting it done for us." 

In 1994, for example, Norton assessed 
the skills of its machine operators. One 
assessment covered math, and Norton 
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"We're trying like heck to train our own people, because the school* arc not getting it done for t<s, " says Aurice 
J. Hoovei; left, Norton Manufacturing's vice president of operations, seen ivith employee Robert Tasker. 



found that some of its operators had 
mastered the subject only to a seventh- 
grade level, Hoover says. "That scared the 
heck out of us because [ math is] what this is 
all about." 

Norton responded to the results by 
giving the low scorers 20 hours of classroom 
training, and then it tested them again. 
"They aced out," Hoover says, by testing at 

a college-freshman level. 

More recently, Norton contracted with 
Vanguard-Sentinel Vocational School to 
have an instructor based at the plant, 
offering perhaps two hours of instruction 
every week to each of the three shifts. 

The class work will range from what 
Toscano calls "machine-shop math" to basic 
blueprint reading to statistical process 
control and other Total Quality Manage- 



ment concepts. "The hands-on training, we 
can pretty well do that on the shop floor," 
Hoover savs. "But we need somebodv who 
can come in and do that classroom work for 



us. 



Workers benefit immediately from such 
training because "they can apply it to the 
job," Toscano adds. "It's not theory-based 
education, it's application-based education." 

Norton is using the school and other 
institutions as "resource centers" to help 
manage the rapid growth that the revival of 
the U.S. auto industry has fueled, he savs. 

* « 

"They've helped us find grant money for 
training and tapped us into finding skilled 
workers." 

Now, Norton has "a humongous network," 
says Toscano. "It's a unique partnership to 
have a business, a community college, a 



vocational school, and two or three govern- 
ment agencies sitting in a room together, 
discussing how we're going to make a 
company grow; how we're going to train 
worker. That's exactly what happened, and 
that continues to happen every month." 

On a national level, Norton has played a 
role in developing standards for some of the 

skills required in metahvork- 
ing. Congress created the 
national skills-standards pro- 
gram in 1994, under the Goals 
2000: Educate America Act, 
with the aim of encouraging 
voluntary standards applica- 
ble nationwide in a variety of 
industries. 

Metahvorking was one of 
the 22 projects funded at the 
federal level; standards are 
being developed by private 
organizations in all 22 areas. 
The National Tooling and 
Machining Association, based 
in Fort Washington, Md., has 
been developing tests of 19 
kinds of skills, including three 
tests that will be used to 
measure the machining skills 
of metalworkers at as many 
levels. 

About 15 of Norton's em- 
ployees — a cross sec- 
tion — "piloted" the first such 
test, Toscano says. "We se- 
lected a few of our employees 
to take the test to validate 
it" — subjecting it, in effect, to 





questions like these: Have 
cultural and race biases been 
removed from it? Is it too 
difficult? 

The idea is that, ulti- 
mately, as national skills 
standards come into wide use, metal- 
workers who have passed such a test will 
be certified as having mastered machin- 
ing skills at a certain level. 

At Norton now, only 5 percent to 10 
percent of the workers go through formal, 
state-regulated apprenticeship programs 
that result in such certification. Otherwise, 
when someone says, for instance, "I'm a 
machine operator," the only way to test that 
assertion is by putting the employee in front 
of a machine. Much the same Is true, of 
course, of other metahvorking skills and 
skills in other industries. 

Certification at a certain level won't 
mean that a machine operator or someone 
certifier] in another kind of work is 
necessarily just right for a job — but it 
should give an employer an accurate 
picture of that person's skills. 

The national skills standards will create 
a baseline; and with that baseline in place, 
an employer can tailor additional training 
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At Taco Inc. s Learning Center, inanagerRnss Davis teach ex one 

is on the ISO 9000 international quality Stamfords. 




precisely to an individual's needs — and, of 
course, to the company's needs. 

ut, for small and midsize businesses, 
training costs can be a problem. A 
small-business person may under- 
stand the advantages of training but 
still recoil from the expense — and from the 
prospect that employees will leave soon for 
another job, taking that training with them. 

"Turnover is a major problem for all 
organizations, because there is a direct 
correlation between the rate of turnover and 
the quality of customer service," says Curtis 
E. Plott, president of the American Society 
for Training and Development, based in 
Alexandria, Va. The organization has 58,000 
members involved in training. 

Turnover can be an especially serious 
problem for a small or medium-sized busi- 
ness, though, because a handful of people are 
likely to cairy broad responsibilities and 
have strong personal relationships with key 
customers. 

While turnover can look like an argument 
against training, it may actually be one of the 
best arguments for it. A training program 
that on its face appears generous, or perhaps 
even extravagant, can turn out to be a 
prudent investment if it helps create a bond 
between employer and employee and en- 
courages valued employees to stay. 

A case in point is another midsized 
company that, like Norton, has won wide- 
spread admiration for its training efforts. 

Taco Inc., in Cranston, R.I., manufactures 
heating and cooling equipment. The presi- 
dent, John Hazen White Sr., at 82, is still 
active in the running of the family-owned 
firm, although John Hazen White Jr., 37, the 



executive vice president, handles more of the 
day-to-day responsibilities. 

Taco embarked about three years ago on 
an ambitious training program that involved 
establishing w r hat it calls the Taco Learning 
Center on its premises — two classrooms, a 
computer lab room, a library, and a confer- 
ence room. Taco stalled its program because 
it had already begun a major investment in 
plant and equipment — $2 million to $5 million 
a year, over a span of about five years — and 
it wanted to be sure that its employees could 
use the equipment effectively. 

The company in effect made this offer: It 
would provide the opportunity to learn the 
necessary new skills, the employees would 
take advantage of that opportunity; and the 
company would not eliminate any jobs as it 
introduced more sophisticated technology. 

With the help of a local vocational school, 
Taco gave all its employees a test to assess 
the level of their skills in English and 
math — and discovered, among other things, 
that it needed to offer training in English as 
a second language at five different levels. 

"You take for granted that people know 
how to use a dictionary how to handle a 
checking account," says John Ricottilli Jr., 
senior vice president. But that tamed out not 
ahvays to be the case, "so we began to 
expand the program." 

As that happened, Taco offered training 
not just in job skills but in other areas as well. 
"We will teach almost anything w T here there's 
an interest," Ricottilli says, to the point that 
the company has offered coiu*ses in ait and 
music appreciation, gardening, and aerobics. 

More recently, in what John Hazen White 
Jr. calls "Phase 3," Taco has been encourag- 
ing its employees to learn more about 
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government; state and city officials, including 
the governor, have come to Taco as guest 
lecturer. 

Attendance is all but universal — in the 
Learning Center's first year, ■round 450 of 
Taco's 470 employees took courses there. 
Most courses are optional, although some, in 
English and math, are mandatory for those 
w ho are lacking in those areas and wish to 
advance in their jobs. Almost all courses are 
taught on company time. 

Mandatory were cross-training classes in 
which department heads taught courses in 
their areas, so that, as Ricottilli says, "every- 
body in the plant got exposed to some 
training in marketing, sales, human re- 
sources, and quality control." Now; White 
says, "we're going to have the plant people 
begin teaching the office people." 

Since the creation of the Learning Center, 
Taco's annual employee turnover rate has 
shrank to less than 1 percent. Taco's growth 
stalled in the late '80s, and the company had 



"We found very quickly that 
the people in the plant ... can 
teach you how to make money 
and how to do things better." 

—John Hazen White Jr., 
Executive Vice President, Taco Inc. 



'Virtually no earnings" during the recession 
of the earlv '90s, John White Jr. savs, but in 
recent years Taco's revenues have grown 15 
to 20 percent annually. 

Although the Learning Center probably 
deserves some of the credit for Taco's 
successes, it is itself only one element in 
larger changes in the company. The lesson 
may be that training is the more effective the 
more it reflects a genuine concern for the 
employee as well as the company. 

It was in the earlv vears of the decade, 
White says, that Taco's managers began 



trying to draw more out of the company's 
employees, instead of simply telling them 
what to do. "We found very quickly that the 
people in the plant can really teach you how 
to lain your business," he says. "They can 
teach you how to make money and how to do 
things better. That's really what saved our 
business." 

Workers thus not only are trained in the 
use of new machines but also are involved in 
the decisions to purchase them. "We even 
send operators to the factories where these 
machines are built," Ricottilli says, "before 
we sign off on them." 

The Learning Center is an integral pail of 
the company's turnaround, White says, be- 
cause employees will give more "the more 
they feel you're trying to help them. The 
payback is incredible." fB 
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this story, see Page &k 

For a fax copy, see Page 35. 



What's The Best Way To Learn? 



For small companies with limited funds, 
learning w T hat local training help is available 
is only half the battle. Each company's 
leaders must ask themselves how they 
should go about enhancing the skills of their 
employees. Here are some experts' sugges- 
tions: 

Remember that training really starts 
with hiring. "You can hire for basic 
competencies," says Vaughan Limbrick, 
director of education for the Society for 
Human Resource Management, an Alexan- 
dria, Va.-based organization of human- 
resource professionals. 

And those competencies can include 
"personality traits that show that somebody 
is inclined to give good customer service, to 
take constructive feedback, doesn't have a 
problem with authority" — someone, in 
short, who is "easily trainable." 

Limbrick advises looking for "a good 
match with your culture" — and one wav to 
determine that is to think about the best 
employee you've ever had, and the w r orst, 
and pinpoint the difference. If you go 
through that exercise, she says, you're 
going to identify some of the competencies 
brought to the job by the employee you 

pr efer r ed 

Decide what training your employees 
need — and whether they really need it. 

"Get a clear understanding of what the skill 
needs are that you're going to have as a 
result of your current business strategy," 
says Curtis E. Plott, president of the 



American Society for Training and Devel- 
opment. "Training is not the solution to all 
performance problems." 

There may be other issues that are more 
critical, involving motivation, information, 
the work environment, or something else. If 
you decide training is the answer, you may 
need help to devise such a training plan; and 
such help may be available from a commu- 
nity college or other local institution, or 
from a consultant. 

"Anybody who sells you training without 
assessing the need for you is selling you a 
pig in a poke," Plott says. 

Look into piggy backing on a larger 
firm's training program. Taco Inc. of 
Cranston, R.I., a manufacturer of heating 
and cooling equipment, embarked about 
three years ago on an ambitious training 
program that involved establishing what it 
calls the Taco Learning Center on its 
premises — two classrooms, a computer lab 
room, a library, and a conference room. 

"We talk to a lot of local groups," says 
John Ricottilli Jr., senior vice president, and 
many of the business people attending say, 
"We're a small company, we only employ 15 
or 20 people, and we don't have the 
resources to do what you guys are doing." 

Taco has responded by offering the use of 
its learning center to other companies — 
they can send their employees to Taco's 
classes, or they can use the learning center 
for classes of their own, paying only their 
share of the actual cost of conducting the 
classes. 



Seek help from big customers. One ele- 
ment of the quality movement has been an 
emphasis on partnering between suppliers 
and customers, with many big companies 
seeking to cut sharply the number of their 
suppliers and to work more closely with 
them. That partnering can encompass train- 
ing — the big company may help a small 
supplier by providing training, or by help- 
ing the supplier set up a workable (and 
affordable) program of its own. 

Remember that vou real I v learn bv 

%t W 

doing. Training per se is not as effective as 
what Limbrick calls "a really good develop- 
mental job assignment," something that 
does not entail great risks but that "creates 
judgment skills." That kind of training, she 
points out, requires thought and time, 
rather than money. 

"The closest you get to simulating a job, 
the better the training is," Limbrick says. 
"That's why everyone is so excited about 
some of this high-tech training" — flight 
simulation, to take one obvious example. 

The kind of training that is most effective 
is the kind that is constantly reinforced 
through experience — and technology is 
making such reinforcement ever stronger. 
As Plott says, it's increasingly easy to get 
"just-in-time" training that ties in immedi- 
ately with actual work, and so Isn't likely to 
be forgotten by the time it's needed. 

"At some point," Plott predicts, as the 
technology improves and becomes less 
expensive and therefore more widespread, 
"we'll get a huge leap" in the use of such 
training technology 7 — and the wise small- 
business person will be ready to take 
advantage of such an opportunity. 
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AMBER: Window to the Past 

The most comprehensive exhibition 
about amber ever mounted brings 

together the worlds of science and 
art. The exhibition features rare 
fossil specimens and spectac- 
ular decorative objects from 
around the world. Never 
before has such a diverse 
selection of amber pieces 

been on view, and — 



r 



due to the fragility of many of the 
works — it is unlikely that such an expansive 
collection will be assembled again. 

Amber: Window to the Past is generously supported by Mr and Mrs Arthur Ross 
and The Ambrose Monell Foundation Additional support provided by Mr Plato 
Malozemoff. Mr Don //. Nelson, and the National Endowment for the Arts. 

American Museum 
of Natural History 

Central Park West at 79th Street, New York City 
For information, call 212-769-5100 
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Sales-automation, 

programs can help a 
small firm organize 
and focus its efforts to 
increase business. 



By Stcrc Ditlca 



I t took Peg Ostby about six 
years to increase the annual 
sales of Creative Cruises, the 
travel agency she founded in 
1968, to the $600,000 level. It took 
her only 18 months more, 
however, to double the an- 
nual revenues of the Ster- 
ling Heights, Mich., firm. 

That growth spurt is all 
the more noteworthy be- 
cause Ostby, a self-stvled 
"non-techie," savs it came 
about in large pail through use of 
a computer program that made 
her operations more efficient. 

The program she used, 
GoldMine for Windows, by Elan 
Software Corp., is one of many 
so-called sales-automation pro- 
grams available for IBM-compat- 
ible and Apple Macintosh com- 
puters. With the deftness of a 
Swiss-army knife, these compact 
programs, priced from about $150 
to $500 per user, can be employed 
effectively for various tasks. They 

include managing telephone and 

written contacts, scheduling, word 
processing, and organizing outgoing and 
incoming faxes and electronic mail. 

Used imaginatively and intelligently, 
sales-automation programs help small-busi- 
ness owner's organize and focus their all- 
important efforts to gain new r customers 
and retain existing clients. 

Ostby's four full-time and four part-time 
employees use GoldMine and a network of 
four computers for everyday business 
tasks, ranging from scheduling bookings to 
reminding themselves to check with cruise 
lines for cancellations prior to sailing dates. 

Moreover, GoldMine has earned its 
weight in precious metal by helping create 
a dramatic increase in Creative Cruises' 
group-sales business, primarily in the 
beauty-salon industry. 

Ostby stalled pursuing group sales by 
mailing press releases concerning Creative 
Cruises to salon trade magazines. The 
releases generated some stories, which in 
turn brought inquiries to her firm; her staff 
members entered respondents' names and 

This story is part of a continuing series 
on managing at the turn of the century. 
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Travel-agency owner Peg Ostby says revenues doubled in 18 months at lievfirm, Creative Cruises, 
after she began using GoldMine sales-automation software. 



addresses into GoldMine. The software 
then enabled Ostby to send out follow-up 
letters and brochures u the same day, not 
once oi' twice a week, like when everything 
was done manually," she says. 

Ostby has used the system to compile a 
list of 9,000 current and potential salon 
clients and to gain co-sponsorship of cruises 
from two trade magazines. 

Organize For Growth 

As intense competition drives down profit 
margins while business costs continue to 
rise, small-company owners in many in- 
dustries are pressed to broaden the scope of 
their businesses. Like Ostby, many owners 
are achieving growth in part by replacing 
paper and other traditional sales-manage- 
ment tools with software such as GoldMine 

and related computer hardware. This tran- 
sition, they reason, will help their firms to 
meet not only today's growth challenges but 
also those of the future. 

A challenge in making the transition from 
pencils to PCs is choosing software that's 
right for the task. "There are literally 
hundreds of sales-automation programs out 



there," says Richard Bohn, president of the 
Denali Group Inc., a business-computing 
consulting firm in Issaquah, Wash., and 
publisher of the 12-year-old newsletter 
Sales Automation Success. u My short list of 
programs has 66 choices, each fairly differ- 
ent in style," he says. 

Details that a firm should consider in 
choosing a sales-automation package in- 
clude not only the company's size but also 
its number of accounts, sales development 
cycle, customer-related procedures, and the 
needs and computer expertise of sales 
personnel. (The needs-analysis question- 
naire used by Bohn during his client 
consultations is available on the Microsoft 
Network. TYpe "DENALI" after choosing 
the Go To option in the Edit menu.) 

Once a sales-automation package has 
been installed, the biggest hurdle to its 
successful deployment is often resistance 
from sales personnel accustomed to tradi- 
tional sales methods. Says Bohn: U A lot of 
salespeople shoot from the hip and don't 

Steve Ditlca is a free-lance tcritcr in 
Rircrdah% N. K 
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like to he told what to do. The idea of a 
structured selling methodology may not be 
to their liking at first." 

The effort required to overcome internal 
resistance, however, will be worth it in the 
tag run, he says. No matter what software 
is chosen, sales automation ultimately will 
be a boon to salespeople by tapping "their 
greatest professional resource, the personal 
computer," Bohn contends. 

Fax For Sales 

A sales-automation package's integration of 
selling methods takes some getting used to 
in theory and in practice. Many new r users 
find that some feature of the software that 
appealed to them before they bought it is 
never used once they get into other real- 
world applications. 

"It's been a year, and I've never used the 
scheduling function, which Ls why we got 
this software in the first place," says Andy 
Miller, sales manager for The Kids Stop, 
the trade name for Hudson Distributors 
Inc., the nation's largest reseller of close-out 
children's clothing. 

The 14-year-old, privately held business, 
with more than 100 employees at the main 
office in New York City and at warehouses 
in New T burgh, N.Y., and South River, N.J., 
grosses $25 million a year in sales, gener- 
ated by four people, including Miller. They 
share a single desktop PC running ACT! 
software by Symantec Corp. 

Despite difficult times for U.S. retailers 
in the past year — w r hen Miller* lost his top 
three accounts to bankruptcy and hall* of his 
business commissions with them — he has 
bounced back with increased annual sales 
and double the number of active accounts. 
He credits this feat to the company's 
sales-automation software. 

1 love ACT!," he says. u The first week, I 
sent out a fax broadcast with a promotional 
offer-, | the returns! paid for the $2,500 
computer and the cost of the program." 

A sales-management program's fax ca- 
pabilities can provide the ultimate in desk- 
top automation, dialing up and fur warding 
low-cost, overnight communications to an 
electronic phone book full of prospective 
clients — while you sleep. 

"I can only contact 25 people a day on the 
telephone," Miller says, "but I can launch a 
fax broadcast when I leave in the evening, 
solicit 400 or 500 accounts at night, and have 
maybe 20 orders by fax waiting on my desk 
the next day." 

To accurately target his sales efforts, 
Miller- has used ACT! to build a thoroughly 
annotated database of accounts that can be 
searched quickly by category, such as 
buyers who deal exclusively in items for 
newborns, or toddlers, or little boys. "I 
started with 100 active accounts a year* ago," 
he says. "Now I have 000 clients and good 
prospects in the database." 
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To cope with tough times in the retail clothing business, Norman Goldberg, president, 
left, (J in! And if Miller of The Kids Stop used Act! soft tva re's fax-broadcast 'feature. 



Qualifying Prospects 

As powerful as sales-automation software 
packages may be in consolidating efforts to 
develop leads into sales, they are only as 
good as the quality of the leads generated 
I >y users. When it comes to qualifying those 
leads, however, support in doing so system- 
atically can be one of sales-automation 
software's most valuable business functions. 

"We have three categories for qualifying 
sales prospects — never, maybe, and 4 go for 
them,' " says Jeff Marline, owner and 



president of TelePress. His 26-year-old 
specialty printing business, also in Issaq- 
uah, has annual revenues of $3 million and 
offers high-quality business stationery. 

This market niche is one where it may 
take years of preliminary contact work 
before a company gets to bid on a contract, 
and a salesj>erson must often coordinate 
with five or more contacts at a single 
company. Using WinSales software, from 
WinSales Inc., on a PC network that 
includes the marketing director and five 




Leading Choices 
In PC Programs 

Personal-computer programs aimed at 
helping small-business people maximize 
customer leads range from company-wide 
sales-management programs that run on a 
network to u free-form" personal-informa- 
tion-management programs, which function 
like a stack of electronic Post-It notes. 

Here are four popular* choices, listed from 
the most sales-specific software to the most 
general: 

■ GoldMine for Windows 2.5a ($295; $895 
for a five-user license). Elan Software 
Corp., 17383 Sunset Blvd., Pacific Palisades, 
Calif. 90272; (310) 454-6800. 

■ ACT! 2.0 (Windows version $279, $799 
for a four-user license; Macintosh version 



$249, $699 for a four-user license). Syman- 
tec Corp., 10201 Torre Ave., Cupertino, 
Calif. 95014; 1-800-441-7234. 

■ WinSales Version 3.0 for Windows 
($249) and WinSales Professional Edition 
($495; $1,495 for a five-user license). WinSa- 
les Inc., 3605 132nd Ave. S.E., Suite 312, 
BeUevue, Wash. 98006; (206) 747-24W. 

■ askSam Version 3.0 for Windows 
($149) and askSam Professional ($295). 
askSam Systems, PO. Box 1428, Perry, 
Fla. 32347; 1-800-800-1997. 

Summaries of the features in 400 sales- 
automation software products and a state- 
by-state listing of sales-automation con- 
sultants can be found in Soles Automation 
Software Compendium, by Richard Bohn. 
The 332-page book is available for $97 plus 
$4.95 for shipping and handling from the 
publisher, Denali Group Inc., 2815 N.W 
Pine Cone Drive, Issaquah, Wash. 98027- 
8698; (206) 392-3514. 
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other customer-service employees, Maitine 
makes sure 4 \ve concentrate our time on the 
most-likely prospects." 

He often begins with cold prospects from 
commercial databases and uses an inexj)en- 
sive premium offer — a memo pad with the 
prospect's name on it — to call on and qualify 
sales leads. "Once you have a response, 
you're on first base, " he savs. Then, over the 
next three months, with up-to-date informa- 
tion on file in WinSales, the Bales staff at 
TelePress launches customized mailings 
automatically printed and addressed. 

Mailings and follow-up phone calls, pail 
of what Martine calls a "drip marketing" 
strategy, are coordinated by WinSales 1 
Action Plan feature, which outlines the 
steps for every contact in a particular sales 
initiative. Using the program's aggressive 
sales methodology, TelePress can help turn 
"suspects" into prospects and actual sales 
from among the 1,000 qualified sales leads 
now in the computer. 

A Different Approach 

At the opposite end of the spectrum from 
WinSales' structured sales approach is an 
easy-to-use, free-form information program 
called askSam, from askSam Systems. This 
program helps the sales department of 
Harrison-Hurtz Enterprises Inc., a musi- 
cal-accessoiies manufacturer in Wymore, 
Neb., keep track of new r sales contacts. 

Todd Harrison, vice president for oper- 
ations and sales at the privately held, $1.5 
million firm, says his information software's 
quick-search capability "is essential when 
youVe amassed 24,000 leads over 372 
vears." Culled from attendance lists at the 

4/ 

25 conventions the company's six salespeo- 
ple go to each year, the Harrison-Hurtz 
contact list would typically take 10 to 15 
minutes to search in a standard database 
program, such as Microsoft Access, and 
even longer with typical contact-manager 
software, "With askSam on our networked 
PCs," says Harrison, "it takes only a few 
minutes for anv one of us to search out a 
contact even if we've forgotten a name and 
have to find it by a key word." 

Even without the structured screens of a 
sales-oriented software package, askSam 
still helps Harrison and his staff" keep track 
of follow-up mailings and report on pros- 
pects who respond to mail or phone contacts 
for further solicitations. "Not onlv does it 
save on the cost of promotional mailings," 
says Harrison, "but it forces us to be more 
organized in our sales efforts." 

And like so many other areas of office 
automation, the big payoff in sales auto- 
mation may well be streamlining business 
processes. w 
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My job 



isn't to push a product Its to listen: To your employees' needs, 
and goals. Only then trill I tell you about a program like 
American Life's IHtyroU Ik'duclion Variable Universal Life 
Insurance. It van help them }>y providing life insurance 

protection thai will help tool; after their dependents. And theft 's 

no employer costs. That's vera satisfying... for everyone. 9 * 



Imagine a policy that 
combines the tax-deferred 
earning potential of investment 
fnnds with the protection life 
insurance brings. All you have to 

do is set up a payroll deduction 

program for your employees. 

Its A merica n Life's 

Payroll Deduct ion Variable 

Universal Life Insurance. 

With it conic benefits you and 
your employees w ant. 

Jusi < hink of it: A life 

insurance policy that provides 

benefits right from the start. 
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funds - and an Interest 
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A fe w di m inished 
functions of the former 
Interstate Commerce 
Commission 
survive — elsewhere. 



Bij James Worsham 





hile Republicans and Democrats 
were bickering and haggling over 
how much to cut the budget and 
how big government should be, 
they quietly laid to rest the nation's oldest 
regulatory agency. 

Dead as of Dec. 31, 1995, is the 108-year- 
old Interstate Commerce Commission, once 
a powerful body that tightly controlled 
railroads initially and then trucking as well. 
The two industries were the lifelines of 
commerce as the nation developed regional 

interdependence diuing its 

expansion south and west 
over the past century. 

Much of the ICC's vast 
powers had been stripped 
away in deregulation legis- 
lation in the early 1980s, 
however, leaving the com- 
mission with little of its old 
clout at the end. Most of 
what w as left now rests with 
a new Surface Transporta- 
tion Board (STB), a semi- 
independent agency within 
the Department of Trans- 
portation (DOT), or with 
the D( )T itself. 

"Fna hopeful this will be a 
success story about rein- 
vention and reforming gov- 
ernment and serving people 
better," says Linda J. Mor- 
gan, the final ICC chairman 

and the first STB chairman. 
The ICC functions that have been retained, 
she adds, are those "that most people feel 
are the minimum necessary." 

Most of the ICC 1 regulatory powers the 
STB has taken over, she says, are those 
relating to railroads, which will still be more 
heavily regulated than trucking. While the 
STB retains authority to adjudicate both 
rail and tracking disputes, Morgan says, the 
DOT has taken over various programs and 
the licensing and registration of trackers. 

The bill to eliminate the ICC was signed 
by President Clinton on Dec. 30 after it 
moved through Congress with broad, bipar- 
tisan support. Concerns over job-loss pro- 
tections for rail workers slowed the meas- 
ure late in the year, but provisions accepta- 
ble to all sides were eventually agreed on. 

"It's a way to cut some waste out of 
government," says Michael S. Starnes, 



chairman of M.S. Carriers, Inc., a nation- 
wide tracking firm based in Memphis, 
Tenn. "And I don't think there's going to be 
any negative fallout for trucking firms or 
shippers." 

The legislation went almost without no- 
tice as Republican plans to dismantle sev- 
eral Cabinet departments, such as Com- 
merce or Education, stalled in Congress. 

But the ICC was a special target. Once 
one of the most powerful federal agencies, 
the panel over the years regulated not only 





Also, since rail workers may not strike or 
enter into labor contracts, the ICC law 
specifies pay and benefits for w r orkers w 7 ho 
lose their jobs because of mergers. 

Still largely intact is the major thrust of 
the 19X0 Staggers Rail Act, the legislation 
that deregulated the railroads. 

Trucking: Little regulation remained last 
year. Now, companies must still register 
with the DOT and show proof of insurance, 
but they don't have to file their rates with 

the government. "It won't 
be a dramatic change," says 
Ken Siegel, deputy general 
counsel for the American 
Trucking Associations. 
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The ICC is history, but railroads will still be more heavily regulated than 
trucking companies in the com petition for shippers. 



railroads and trucking but also, at times, 
water transpoilation, oil pipelines, and 
household movers. It decided which earn- 
ers could operate, w here they could oj>erate, 
and how much they could charge. 

What was an agency with 2,000 employees 
and a budget of $82 million in 1980-81 had 
shrunk to 400 employees and $40 million by 
last Oct, L Now; the STB has $12 million a 
year and 12(5 employees, although (51 other 
fonner ICC workers went to the DOT. 

Here's a look at the post- ICC era: 

Railroads: The STB has regulatory author- 
ity over maximum rates charged to "captive 
shippers" (those with only one available 
carrier) and over rail construction and 
abandonment as well as mergers and acqui- 
sitions. Railroads can set their own rates 
but must have copies available for shippers. 



Household Movers: The in- 

dustiy will offer a dispute- 
resolution process, and the 
DOT will oversee it. 

Bus Lines: Mergers and 
certain route requirements 
are subject to STB review. 

ow r that the ICC is 
gone, so is its con- 
sumer-protection 
role for shippers. 
"There is none," says William 
J. Augello, executive director 
of the Transmutation Claims 

and Prevention Council, Inc., 

a nonprofit group in Hunt- 
ington, N.Y. "It is caveat emptor for ship- 
}>ers" in dealing with tmcking firms, he says. 

AugeUo urges shipj>ers to examine rate 
schedules and contract terms. In killing the 
ICC, he says. Congress "abandoned the 
small-business man, who usually lacks train- 
ing in transpoilation and merely calls a 
earner for a rate and a pick-up." 

Morgan also warns shipj>ers to be more 
alert when deeding with carriers, because the 
ICC won't be there for help later: "You must 
work directly with your ciuiier, and make 
sure eveiything is written down." 

Trucking-company chairman Starnes 
agrees and urges shippers to "be careful" 
in choosing carriers. But he says a dereg- 
ulated, more competitive market for ship- 
pers is better and, since 1980, has helped 
firms like his prosper. As for the ICC, he 
adds, "We're not going to miss it." fE 
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Sniall-business aimers 
can now fiiid some tax- 
preparation software 
sim ilar to products 

tailored forindiv id ual 
returns. 



By Tim McCollum 




or about the past 10 years, an increas- 
ing number of taxpayers have turned 
to their computers to help them do 
their personal returns. But for small- 
business owners looking for a high-tech 
alternative to their accountant, such an 
option has come more recently and has been 
more limited. 

Tax-preparation software programs have 
gained popularity among individuals since 
1984 because they provide an easy way to 
fill out personal tax returns. The best of 
these programs walk you through your tax 
return, calculate the numbers, and suggest 
ways to lessen your tax bite while avoiding 
an audit by the Internal Revenue Service. 
Some even help you file your return 
electronically by modem or diskette for an 
additional fee. 

Doing business taxes by computer is a 
more recent development. Many small- 
business owners have used personal-tax 
programs to file Schedule C (sell-proprie- 
tor) or Schedule F (farm income) business 
forms with their Form 1040, but these 
programs don't meet most films' needs. 

Two years ago, in response to the 
demands of its small-business customers, 
Intuit released advanced business versions 
of its Tiu'boTax for Windows and MacInTax 
for Macintosh tax programs to help small 
companies and partnerships that file corpo- 
rate-tax forms. 

Home builder Rik Ketschke of Ketschke 
Enterprises, in Brentwood, Tenn., has used 
the 1120S (S corporation) version of Turbo- 
Tax for Business to do his business taxes on 
his computer for the past two years. He 
says the program is as easy to use as the 
personal edition of TurboTax and is not 
unlike visiting an accountant "and having 
him ask you questions and then going back 
a couple of weeks later to pick up your 
i^eturn. It's essentially the same thing, only 
it's done almost instantly." 

So far, TurboTax and MacInTax are the 
only tax programs intended for use by 
small-business owners. The other programs 
described below are for filing personal 
retiu-ns. 

TurboTax/MaclnTax for Business 

In addition to a program for S corporations 
such as Ketschke's, TurboTax and MacIn- 
Tax for Business offer separate editions for 
sole proprietors (Form 1040), corporations 
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TurboTax for Business: Separate editions. 




Kiplinger TaxCut: Easy solutions. 




Simply Tax: .4 choice of methods. 



(Form 1120), and partnerships (Form 
1065). Each program allows users to bring 
in financial information from Intuits Quick- 
Books small-business accounting software, 
while the 1040 business version also imports 
information from financial programs such 
as Quicken, Managing Your Money, and 
CheckFree. 

On the other hand, the business pro- 
grams can't import tax information from 
common small-business accounting pack- 



ages such as Peachtree Accounting for 
Windows or DaeEasy, leaving users like 
Ketschke to enter information by hand. 

The recommended method for complet- 
ing your return is the Easy Step interview, 
which walks you through various stages of 
the process, from entering information to 
reviewing and filing your completed return. 

The Forms Method allows business own- 
ers to fill out forms directly, but this can be 
frustrating if your return is complicated or 
if you haven't done your own taxes before. 

Regardless of how you fill out the 
return, the program's Review process 
flags potential problems and explains tax 
mistakes. 

TurboTax and MacInTax for Business 
also include tax hints and information from 
tax attorney Fred Daily's guide — Tax 
Savvy for Small Business — and a built-in 
copy of Netscape Communications' Naviga- 
tor software that links users to tax informa- 
tion at Intuits TurboTax Internet home 
page ( http://rnma intu itconi/tiirhotax/). 

Kiplinger TaxCut 

Among the personal-tax-preparation pro- 
grams, Kiplinger TaxCut from Block Fi- 
nancial Corp., the software-publishing divi- 
sion of H&R Block, may provide the easiest 
solution for people with complex personal 
and sole-propiietor business returns. The 
program plays the role of financial adviser 
throughout, explaining things line by line. 

TaxCut's guided "Q&A" interview ex- 
plains each section of your return before 
you begin work, then takes you through 
each line and worksheet, providing exam- 
ples and often suggesting common re- 
sponses. As you go, the program shows you 
where your responses are applied and 
periodically updates you on your current 
tax situation. 

The program works with major financial- 
planning programs such as Microsoft 
Money, Managing Your Money, and 
Quicken as well as the 1994 editions of 
TaxCut and Turbo-Tax. 

Reviewing your tax form can be a 
chore. It is hard to find vour w T av around 
and difficult to track whether the informa- 
tion you entered on worksheets has been 
calculated and included on other forms. 

TaxCut's biggest strength is the built-in 
help and advice provided by Kiplinger 
experts, w T hich link you directly to the 
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appropriate topic wherever you are on the 
form through a hypertext system. 

Simply Tax 

Simply Tax from 4Home Productions, the 
personal-software division of Computer As- 
sociates International Inc., gives you a 
choice of methods for filling out your return 
and includes handy tools for making sure 
everything is correct. 

The Tax Wizard elicits information on 
income and calculating business and per- 
sonal deductions and expenses. You can 

import information 

from Quicken and 
4Home's own Sim- 
ply Money personal- 
finance program, as 
well as from the 1994 
versions of Turbo- 
Tax, TaxCut, and 
Simply Tax. 

The drawback of 
the Tax Wizard is 
that you don't see 
where your entries 
are going unless you 
leave the Tax Wiz- 
ard module. 

The alternative 
method, Forms Explorer, lets you see 
where your information is going as you 
work through the forms on your own. 
Using Forms Explorer can be like work- 
ing through an elaborate maze. The 
program often forces you to go to differ- 
ent forms and worksheets to enter infor- 
mation using a linking system, but it 
doesn't provide links to return to where 
you had been. 

Once you've completed your return, 
Simply Tax's Validate command high- 
lights omissions and mistakes in your 
form and flags potential targets for IRS 
audits. The Tax Saver suggests deduc- 
tions that can lower your taxes. 
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Personal Tax Edge: Lots of information. 



Personal Tax Edge 

Parsons Technology's Personal Tax Edge 
is an inexpensive program that packs lots 
of information for taxpayers, including 
tax tips from J.K. Lasser's Your Income 
Tax, a popular tax-preparation book. 

Personal Tax Edge works with most 
major personal-finance programs and Par- 
sons' Personal Tax Organizer software, but 
it imports 1994 tax-return information — tax 
refunds, amortization, mortgage interest, 
and the like — only from last year's version 
of Personal Tax Edge. 

Personal Tax 
^ Edge's Guide 
method walks you 
through the process 
| of filling out your 
! return using a series 
: of u yes" and "no" 
! questions that deter- 
l mine whether a par- 
j ticular section ap- 
plies to you. 
I The Guide then 
sends you to the ap- 
J plicable form and 
has you fill in the 

appropriate lines. 

This can be difficult 
for people who are inexperienced with IRS 
forms, because the program doesn't explain 
tax-form questions as you go, leaving you to 
depend on the help systems. 

Although Personal Tax Edge has abun- 
dant built-in help — including a quick-tips 
section, IRS instructions, and the J.K. 
Lasser advice — it's often difficult to get to 
the help you need when you need it. 

If you do need additional help, however, 
Personal Tax Edge provides access by 
modem to on-line tax information (http:// 
2mmapars0nstech.com/pte/) using the In- 
tuit version of the Netscape Navigator 
browser that is provided with the pro- 
gram. MB 





Program Details 

TurboTax for Business (Windows) and 
MacInTax for Business (Macintosh) are 
available in four versions: 1040 Business, 
1065 (partnership), 1120 (corporation), and 
1120S (S corporation). State-tax versions of 
TurboTax for Windows, sold separately, are 
available for 44 states and the District of 
Columbia. CD-ROM or diskette, $79.95. 
Personal 1040 version is $39.95. TurboTax 
Deluxe CD-ROM is $49.95. 

From Intuit Inc.; 1-800-695-7778. 

Kiplinger TaxCut is available for Win- 
dows and Macintosh. On CD-ROM or 
diskette, $39.95. State-tax versions, sold 



separately, are available for 22 states and 
the District of Columbia (Windows version). 

Prom Block Financial Corp.; 1-800-235- 
4060. 

Simply Tax is available for Windows and 
Windows 95, on CD-ROM or diskette, for 
$19.95. State-tax versions are sold sepa- 
rately for 20 states. 

From 4Home Productions; 1-800-773- 
M45. 

Personal Tax Edge, available for DOS, 
Windows, Windows 95, and Macintosh, on 
CD-ROM or diskette, for $19. State-tax 
versions are sold separately for 44 states 
and the District of Columbia. 

From Persons Technology; 1-800-223- 
6925. 
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Nations Business 1 new 
MarketFAX service 
gives you quick and 
easy access to the 
small-business 
information you 
want and need. 
You can now order 
articles from Nation's 
Business and receive them 
via fax instantly! 

♦ Articles Now Available: 

($4.95 per article) 

4820 Switching To Self-Insurance: 

• Small firms may cut costs by paying 
employees' health claims directly, but 
they should be mindful of the risks. 

4821 Closing The Skills Gap: 

• For small and midsize companies, the 
challenge is to customize solutions to 
a broad problem. 

4822 How Advisers Can Help You Grow: 

• A board of directors can help a company 
broaden its decision-making expertise and 
generate more business. 

4823 Managing Sales With Software: 

• Sales-automation programs can help a firm 
focus its efforts to increase business. 



♦ Best-Seller List: 

4800 • Find out which articles are the most- 
requested by over 850.000 Nation's 
Business subscribers. Call now to receive 
your FREE copy of the Nation's Business 
Best-Seller List. 

♦ How To Order: 

To order, call toll-free 1400-597-7983 
and enter the number of the article you 
are requesting; then enter your credit 
card number* and fax number. The 
article will arrive within minutes. 

♦ Visa, MasterCard, or American Express 



♦ Call Now! 
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For Chrysler engineers, this is one word. 



Air 





■ * 

I 



* 



M 



// w //era? belief that neither of these things 



I 



■ 



I 



■ 



■ 



■ 



* 



■ ■ ■ ■ • ;, ■ 'I J^I 



I 



3, m L ■ MM 



Design affects engineering 
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It is the simple idea that one plus one can, 
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ENTERPRISE 




/>// Sharon Neltou 




reek Speed summed it up: "While 
solutions aren't always hard, the deci- 
sion-making process can be." Speed, 
president of Raleigh Spring Water 
Co., Inc., of Little Rock, Ark., wrote that 
observation in his company's application for 
the 1996 Blue Chip Enterprise Initiative 
award program. 

Speed described the company's decision to 
quit an unprofitable market in sideline prod- 
ucts such as ice and individual servings of 
tea, coffee, natural sodas, and juice and to 
focus instead on its core business: selling 
five-gallon bottles of water, It was a painful 
choice because it was like giving up a dream, 
Speed said. But it was a good choice. The 
company's profits in Little Rock in 1995 were 
up over 65 percent from the year before, and 
in May it acquired a second five-gallon dis- 
tribution company in Kansas City, Mo. 

Employee stress is down, too, Speed 
reported. "We no longer look at a growing 
water market, envision all of the opportuni- 
ties, and run frantically in all directions. 
Instead, we focus on the five-gallon market 
we know and concentrate on using the 'cook- 
ie cutter' we've developed to duplicate our 
success." 

Raleigh Spring Water is one of 175 compa- 
nies that are being recognized as state hon- 



orees in the 1996 Blue Chip Enterprise 
Initiative program. Sponsored by 
Connecticut Mutual Life Insurance Co., the 
U.S. Chamber of Commerce, and Nations 
Business, the Blue Chip Enterprise 
Initiative recognizes small companies that 
have overcome adversity and emerged 
stronger as a result. 

This year — the program s sixth — 48 of the 
firnis were recognized as top state or region- 
al honorees, and four of those in turn were 
selected by a panel of judges to be the 1996 
National Blue Chip Enterprises. Profiles of 
the four national honorees, who were invited 
to receive their trophies at the U.S. 
Chamber's annual meeting in Washington, 
D.C., on Feb. 26, will appear in the April 
issue of Nations Business. 

As Speeds experience demonstrates, deci- 
sion making is the heart of a successful busi- 
ness. And this year s Blue Chip Enterprise 
honorees reveal story after story of decisions 
that enabled companies to overcome set- 
backs ranging from recessions and lawsuits 
to embezzlement and bankruptcy. 

For example, in 1991, after a fire destroyed 
the sole facility of the J.J. Mcllvvee Co., a 
family-owned millvvork manufacturing and 
distribution company near Chicago, family 
members decided to hold regular meetings. 



1 996 Blue Chip Enterprise Companies 



Listed below are the 175 companies designat- 
ed as Blue Chip Enterprises in the 1996 Blue 
Chip Enterprise Initiative program. The top 
honoree for each state appears first. 

Four national honorees, to be selected from 
the 48 top honorees by a panel of judges, will 
be announced in the April issue of Nations 
Business. (Not all states are represented 
among the honorees. I 

The nature of the business is indicated when 
it is not e\ident from the company's name. 

ALABAMA 

Equity Technologies Corp. I high-technology 
equipment services), Mobile. 

ARIZONA 

Rolfs Salon (beauty service), Phoenix; Superior 
Embroidery Co. (manufacturing). Phoenix; 
Todays Arizona Woman Success Magazine, 
Scottsdale; DeCio Pasta Inc. (manufacturing), 
Cave Creek. 



ARKANSAS 

Raleigh Spring Water Co., Inc. (bottler and 
distributor), Little Rock; Drug Free, Inc. 
( health care ), Little Rock. 

CALIFORNIA 

Chocolates a la Carte, Inc. ( manufacturing 
and distribution), Svimar; Montrose Travel, 
Montrose; Hydro-Mill Co. ( aerospace-parts 
manufacturing), Chatsworth; Jasmine Multi- 
media Publishing I software >, Van Nuys; Midnite 
Express Inc. (courier and cargo service), 
Inglewood; Sandicast, Inc. (animal-sculpture 
manufacturing), San Diego; The Waterfront 
Hilton Beach Resort, Newport Beach. 

COLORADO 

Valas Stores, Inc. (retail home electronics), 
Denver; Alta Milla Electric Corp. (subcontractor), 
Louis\ille; Mar-Tek Industries, Inc. I plastic-and 
metal-products manufacturer ), Englewood; 
Aurora Publishing Co. (newspapers), Aurora. 




CONNECTICUT 

The Taylor & Fenn Co. (foundry), Windsor; 
Nutmeg Chrome Corp. (metal finishing), West 
Hartford; Holley Dodge I automobile dealer- 
ship), Middletovvn; Captain's Cove Seaport 
(marina and restaurant), Bridgeport. 

DELAWARE 

TCI Marketing Inc. (direct marketing), 
Wilmington; DuHadaway Tool & Die Shop, 
Inc., Newark. 

DISTRICT OF COLUMBIA 

MDB Communications, Inc. (advertising and 
marketing); Wm. D. Euille & Associates, Inc. 
(construction); The John Akridge Companies 
(commercial real-estate management); Clean 
Air Cab Co., Inc. (taxi service). 

FLORIDA 

Fontina Foods, Inc. (manufacturing), Port St. 
Lucie; Sanwa Growers, Inc. (Oriental vegeta- 



Building a strong business has been a 
matter of choice after choice for the state 
honorees in this years Blue Chip 
Enterpt ise I nit ia t ive. 
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The meetings resulted in a strategic plan 
that not only got the company back on its 
feet but also led to record-breaking sales. 

When a major customer went bankrupt 15 
years ago, Performance Press, a Carmel. 
Ind., printing company, was forced into 
Chapter 11 bankruptcy. Even though com- 
pany owner Larry Ooley was required to pay 
creditors only 10 cents on the dollar, he 
decided he would pay back every last cent, 
and he did so in just 14 months. 

That decision led to new levels of achieve- 
ment by the staff and, eventually, to a bank 
that was so impressed with how Ooley had 
repaid his debts that it lent him money for 
expansion. Tbday, Performance Press has 
more than 160 employees. 

Denise Cyr, president of Bennington 
Furniture Inc., based in Bennington, Vt., 
says her decision to hue a manager/interior 
decorator* with more than 20 years of experi- 
ence was an especially tough one. "1 was ter- 
rified of paying an extra income, but the 
move turned out to be one of the best busi- 
ness decisions," she says. As a result, tier 
Bennington store had its best year ever, she 
says, and she was freed up to develop the 
market at a second location, m Rutland, Vt. 

Since the inception of the Blue Chip pro- 
gram, one of its goals has l>een to share with 



small-business owners throughout the coun- 
trv the lessons that can be learned from the 
experiences of the honorees. To help meet 
that objective, the honorees' stones will be 
compiled in a book that will be made avail- 
able later in the vear. 

In addition, more than 50 Blue Chip com- 
panies, including the four national honorees 
and the top state and regional honorees, will 
be profiled on various segments of "FirSfc 
Business," the small-business morning tele- 
vision newscast produced by the U.S. 
Chamber and Connecticut Mutual. The tele- 
vision presentations will be made available 

on videotape. 

These resources will enable other business 
owners to see hon* decisions affected this 
years Blue Chip companies. Some decisions 
led to setbacks, hut others led to the way out. 
and some led to triumph. Rarely were they 

easy. 

Of his company's decision to quit selling 
New Age beverages and concentrate on five- 
gallon sales of water, Breck Speed says: 
'Entrepreneurs don't want to fail at any- 
thing, so the decision to quit a market was 
difficult for us on a personal level." 

But in the end, he says, "we 'discovered 
perhaps the oldest rule in the book of busi- 
ness Focus is the key to success." rc 




bles), Wimauma; R.J. Gators (restaurant 
chain », Jupiter; Survival Products, Inc. flife- 
raft manufacturer). Hollywood. 

GEORGIA 

Kev Lime, Inc. 'pie manufacturing), Smvma: 
The Cruise Authority < travel agency. 
Marietta; Key Temporaries, Inc. t personnel 
service), Atlanta; (inline Systems. Inc. 'soft- 
ware and equipment sales*. Corners. 

HAWAII 

VVvland Galleries Hawaii < fine-art retailer'. 
Waipahu; Sandal Tree Kimo Bean Coffee Co. 
i shoe stores and espresso bars ', Honolulu; 
Oceanit laboratories, Inc (engineering con- 
sulting), Honolulu; Sedona, a division of 
Malimar Inc. 'gift store', Honolulu. 

IDAHO 

Hobson Elevator. Inc. 'installation and main- 
tenance', Boise; MicroClean, Inc (janitorial 



service), Nampa; DeBest Plumbing, Inc., 
Boise; Stronghold Construction, Inc.. Boise. 



ILLINOIS 



Gold Coast Dogs « fast food'. Chicago; Widmer, 
Inc. (office-furniture dealer*, Peoria: Bill's 
Family Recovering Communities, L LC 
•housing for recovering addicts and alcoholics), 
Chicago: J.J. Mcllwee Co. » mill work manufac- 
turing and distribution'. Itasca 

INDIANA 

Church Brothers Automotive Group. Inc. 
•repair'. Indianapolis; Myers Ambulance 
Service, Inc.. Indianapolis: Performance Press. 
Inc. printing*, Carmel; Heartland Growers, 
Inc 'plant wholesaler', Westfield. 

IOWA 

K & K True Value Hardware. Bettendorf; 
Bettendorf Office Products Everereen Art 
Works retail •. Bettendorf; Credit Bureau 



Knterprises. Inc. 'credit report and collection 
agency), Waterloo. 



KANSAS 

inel 1 >ervice>. ( K'erland Park: 



Century P 

STRATH ). Inc. Engineering design), 
L'awood: Phoenix-Hudson Corp. 'medical- 
teraCM staffing', < K'erland Park: CPI ( orp. 
i f(K>d processing), Wichita. 

KENTUCKY 

Calven City Lumber Co. (luml>eryard and 
building supplies), Calvert City. Kentucky 
Dam Marina, (iill>ertsville; Air Relief. Inc. 'air 
compressor parts manufacturing and service), 
Mayfield; -JOBS Unlimited (employment 
agency), Paducah 

LOUISIANA 

Seasafe. Inc. <fil>erglass fabricator), Lafayette; 
Bank of Coushatta, Coushatta ( ompuMed 
Pharmaceuticals, Inc. (repackaging and 



ENTERPRISE 



dispensing), New Orleans; POWERTECH! 
Marine Propellers (manufacturing), Shreveport. 

MAINE 

Belfast & Moosehead Lake Railroad (tourist 
excursions), Unity; Snow & Nealley (hand-tool 
manufacturing), Bangor. 

MARYLAND 

Frederick Sport & Ice Arena, Frederick; 
Standard Supplies, Inc. ( industrial distributor 
and steel fabricator), Gaithersburg; EIS 
International (software developer), Rockville; 
Oak Contracting Corp. (construction), Tbwson. 

MASSACHUSETTS 

Roma Color, Inc. (pigments manufacturing), 
Fall River; Sun Vision, Inc. (sunglass retailer), 
Boston; Checon Corp. (electrical-contact manu- 
facturing), Attleboro; Lancaster Packaging, Inc. 
(distributor), Hudson. 

MICHIGAN 

Ideal Steel and Builders' Supplies, Inc. (manu- 
facturing), Hamburg; Metropolitan Woman Inc., 
Southfield; Fox Hills Country Club, Plymouth; 
Liberty BIDCO Investment Corp., Farmington 
Hills. 

MINNESOTA 

Milltronics Manufacturing Co. (computer-con- 
trolled machine tools), Chanhassen; Specialty 
Engineering, Inc. (precision sheet-metal fabrica- 
tion), St. Paul; Baldwin Supply Co. (industrial- 
products distribution), Minneapolis; Lofgren 
Trucking Service Inc., Rush City. 

MISSOURI 

Springfield Plywoods, Inc. (distributor), 
Springfield; Sappington Farmers Market, St. 
Louis; Castleton (housing service), St. Louis. 

MONTANA 

CRS Hardware Corp. (retail), Missoula. 

NEBRASKA 

Metal Logos, Inc. (sign manufacturing), 
Ralston; Bluebird Nursery, Inc. (wholesale 
grower), Clarkson; DY-NATbol & Mold, Inc. 
(manufacturing), Kearney; The Cookie 
Company (retail), Omaha. 

NEVADA 

Rand & Poe Ltd. (accounting), Reno; Jim Butler 
Motel, Inc., Reno; Sierra Biomedical, Inc. (prod- 
uct-safety evaluation), Sparks; WESTEC, Inc. 
(engineering consulting), Reno. 

NEW HAMPSHIRE 

Image 4 Concepts, Inc. (graphics services), 
Manchester; Environmental Interiors, Inc. 
(manufacturing and construction), Hudson; 
Sowerby Healthcare, Inc. (nursing-home 
management) Peterborough; Pepi Herrmann 
Crystal, Inc. (manufacturing), Gilford. 

NEW JERSEY 

Cunningham Graphics, Inc. (printing), Jersey 
City; AWA Electronics Inc. (rebuilt televisions), 
West Orange; Brunner Motor Car Co. (vehicle 



sales and service), Verona; Magic Solutions, Inc. 
(computer software), Paramus. 

NEW MEXICO 

Computer Corner ( retail ), Albuquerque; Weem 
Galleries and Framing (retail), Albuquerque; 
Flints Carpet Center, Inc. (retail), Albuquerque; 
Correa Enterprises, Inc. (computer service), 
Albuquerque. 

NEW YORK 

Mackenzie-Childs, Ltd. (dinnerware manufac- 
turer), Aurora; REGALO, Inc. (gift consulting), 
Albany; Tri-State Mailing Equipment & Supply, 
Inc. (distributor), Mount Vernon; Deborah A. 
Naybor, Professional Land Surveyor, PC, Alden. 

NORTH CAROLINA 

i play (children's active wear manufacturer), 
Asheville; Carolina Wilderness (white-water- 
rafting tours), Hot Springs; James A. Fyock & 
Associates, Inc. (public relations), Winston- 
Salem; Papa Paruso's Foods, Inc. (manufac- 
turing), Fayetteville. 

OHIO 

Black Tie Affair, Inc. (conference center and 
catering service), Wooster; Computer Systems 
Co., Inc. (consulting), Brecksville; Drs. Cuglewski, 
Harding, Oswald, Timko and Associates (dental 
services), Parma; Entek Scientific Corp. (software 
manufacturing), Cincinnati. 

OKLAHOMA 

Express Personnel Services, Oklahoma City; 
Walker Stamp & Seal Co. (manufacturing), 
Oklahoma City; Resonance, Inc. (stereo-equip- 
ment manufacturer), Oklahoma City; 
Commercial Financial Services, Inc. (debt 
collection), Tulsa. 

OREGON 

Xenium Communications, Ltd. (computer- 
telephone-integration manufacturing), Portland; 
Alsea Veneer, Inc. (wood-products manufactur- 
ing), Newport; Acumed (orthopedic-implants 
manufacturer), Beaverton; Chuckles Gift Shops 
(card and gift shops), Salem. 

PENNSYLVANIA 

Linear Dynamics Inc. (highway-safety-products 
manufacturer), Montgomery; Fairfield 
Manufacturing Co., Inc. (precision machining), 
Montoursville; Luhrs True Value Homecenter 
(retail), Milford; SPECIAL CARE Inc. (personal- 
care service), Erdenheim. 

PUERTO RICO 

Altol Petroleum Products Service, Inc. (inspec- 
tion services), Guayanilla. 

RHODE ISLAND 

Electro Standards Laboratory, Inc. (computer- 
communications products and service ), 
Cranston; E. MAC Transport Co. Inc. (trucking), 
Cranston; Off-Track Bedding I retail ), 
Providence. 

SOUTH CAROLINA 

Sign It Quick, Inc. (sign-products distributor 



and manufacturer), Charleston; Technology 
Solutions, Inc. (computer-personnel service), 
Columbia; NCGS and Associates, Inc. (research 
services), Charleston; Atlantic TVansportation 
Services, Inc. (warehousing and trucking), 
Charleston. 

SOUTH DAKOTA 

RMR Industries Inc. (store-fixtures manufac- 
turer), Watertown. 

TENNESSEE 

Adtec, Inc. (television-products manufacturer), 
Nashville; Strickland Produce Inc. (wholesale), 
Nashville; Armanda Costanza, Inc. (movie and 
videotape production), Nashville; Security 
Electronics, Inc. (design and installation), 
Nashville. 

TEXAS 

J-Baco Enterprises (fast food), Houston; 
Reliable Pumps, Inc. (sales, rental, and service), 
Houston; Lewis & Maese (antiques retailer), 
Houston; Los Tios Mexican Restaurants, Inc., 
Houston; H & W Petroleum Co., Inc. (distribu- 
tor), Houston; Acran, Inc. (fabricator of metal 
products and safety equipment), Austin; Matson 
Multi Media, Inc. (video production and services), 
San Antonio; Houston Learning Academy 
(private school), Houston. 

UTAH 

Strata Inc. (software manufacturing), St. 
George; MHTN Architects, Inc., Salt Lake City; 
Osborn Specialty Sewing Inc. (apparel manufac- 
turing), West Valley City; Bear Creek Country 
Kitchens (food-mixes manufacturer), Heber 
City. 

VERMONT 

Vermont Bedrooms (retail), Rutland; Horizon 
Inn, dba Wollenhaupt, Inc. (country inn), 
Wilmington; Bennington Furniture Inc. (retail), 
Bennington; Otter Creek Brewing, Inc. (beer 
manufacturing), Middlebury. 

VIRGINIA 

Chadwick International, Inc. (housing 
manufacturer), Fairfax; Advanced Solutions 
International, Inc. (software developer), 
Alexandria; Care Advantage, Inc. (medical- 
personnel service), Richmond; Merrifield 
Garden Center Corp. (retail), Merrifield. 

WASHINGTON 

Teams NW, Inc. (transmission repair), 
Bellingham; Tillicum Village & Tburs (dinner 
theater), Seattle; Pace-Edwards Co. (pickup- 
truck bed covers), Centralia; WHERE Seattle 
Magazine, Seattle. 

WEST VIRGINIA 

H & H Enterprises (rental service), St Albans. 

WISCONSIN 

Bay Pharmacies Inc. (retail), Sturgeon Bay; 
Modern of Marshfield, Inc. (furniture manufac- 
turer), Marshfield; Century Foods International 
(manufacturing), Sparta; Tailored Label 
Products (manufacturing), Menomonee Falls. 
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ue Chip enterprise Initiative* Designees 



Belfast & Mooselwad 

Lake Railroad, Unity, Maine 



Cunningham Graphics 
Jersey City New Jersey 



Gold Coast Dogs 
Chicago, Illinois 










Chocolates A La Carte 
Sylmar, California 



Here's to a few business owners who succeeded. Against all odds. You Ye an inspiration to all of us. On 



behalf of the U.S. Chamber of Commerce and Nation's Business magazine, 
we wish you all the best. 



Connecticut Mutual 

The Bhie Chip Company* 
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hen the Internal Revenue Service 

notified Barbara Rutledge that it 
was checking her firm's compli- 
ance with employ ment-Uix rules, 
she wasn't worried. Her company was using 
I m )th independent contractors — who are re- 
sponsible for paying their own payroll 
taxes — and employees, and she thought she 
had complied carefully with the regulations 
that distinguish between the two classes of 
workers. 

"I ran my business to the letter of the law, 
always filed 1099s [forms reporting the 
amount paid to a contractor), and figured I 
had nothing to hide," says Rutledge. At the 
time, she was president of Apollo Drywall, a 
Lansing, Mich., finn that she later had to 
dismantle because of the toll that her battle 
with the IRS took on her finances and her 
he;ilth, she says. 

It wasn't until after Rutledge and her 
accountant had been questioned by an IRS 
agent for three hours that she stalled to 
worry. "The notice had stated the IRS 
wanted to review mv tax forms, but the 
auditor asked me all sorts of detailed 
questions that I didn't expect and wasn't 
prepared to answer," says Rutledge. 

Apollo Drywall subsequently was audited 
based on Rutledge's answers to IRS Form 
SS-8, which employers must complete dming 
a compliance check or tax audit. The form is 
used by the IRS to determine if a marker is 
an employee or an independent contractor. 
Apollo Drywall was assessed $2(5,112 in back 
taxes and penalities for having misclassified 
workers as independent contractors in 1987 
and 19X8. 

Four yeai*s later, a federal court ruled 
Rutledge was entitled to a full refund of the 
tax assessment and two-thirds of the $23,000 
she had sj>ent for attorneys' fees. But her 
lawyer, Patrick Hanes, a partner in the 
Lansing firm of Howard & Howard, says 
Rutledge 1 could have 1 avoided a lot of expense 
and aggravation — and possibly the audit — if 
she had been better prepared for the 
compliance check. 

"The biggest mistake business ownei-s 
make is taking the compliance 1 check too 
lightly," says Hanes. 'This is the point where 
you need to ;irm yourself with proof that 
workers are independent contractors, and 

Jennifer Hanpt is a free-lance teriter in 

Seat fie. 
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An employment-tax complianct check sel off 

a four- near legal battle for Barbara 
Rutledge and her attorney Patrick Hams. 



[you need to have] thought-out answers to 
the SS-8 foim" Being called for an audit, he 
says, usually means "the IRS has already 
decided you've done something wrong." 

At issue is the long-standing feud between 
small business and the IRS over just how to 
define an independent contractor. (See 
"Shaky Declarations of Independence,* De- 
cember 1995.) Last June, participants in the 
White House ( onference on Small Business 
voted as their No. 1 concern the establish- 
ment of a clear-cut standard for detennining 
who is or is not an indef indent contractor. 

The IRS estimates that more than half of 
the roughly 5 million Americans now work- 
ing as independent contractors should be 
reclassified as employees. As such, their 
employers would have to withhold payroll 
taxes — Social Security, Medicare, and un- 
employment-insurance taxes — and forward 
them to the IRS. 



In contrast) an employer who uses an 

independent contractor is required only to 

send the IRS a Fonn 1099, which re|X)rts the 
amount paid by the company to the inde- 
|>endent contractor. Its then up to the* 

contractor to pav all taxes directly to the 
IRS. 

The agency contends that (50 to 70 percent 
of all independent contractors don't pay their 
taxes, costing the federal government up to 
$4 billion annually in lost revenue. 

To identify misclassified workers, the IRS 
in 1988 launched the Employment Tax 

Examination Program, or ETEP Through 

1994, the IRS had completed 11,380 ETEP 
audits, resulting in the reclassification of 
4KS,(XX) workei*s who had been regarded as 
indej)endent contractors. As of November 

1995, the IRS had recommended an addi- 
tional $JM1 million in taxes since the inception 
of ETEP although much of that amount is 
l)eing appealed by business owners. 

Among the standards that the IRS can 
apply to differentiate between employees 
and independent contractors is a 20-{X)int 
test that an IRS agent administers during 
the ETEP audit. (For the 20 points, see the 
box on Page 44.) 

"You get the sense walking into an audit 
that they're going to find at least one of the 
20 }X)ints not in your favor," says Barry 
Frank, a Philadelphia tax attorney who 
specializes in disputes with the IRS over the 
use of independent contactors. He says 
some auditors have told him "there's no such 
thing as an inrie| indent contractor." 

o head off an audit — and the bill for 
back taxes that usually follows — make 
your case convincingly at the compli- 
ance-check stage. Here are some 
suggestions from experts: 

Be Careful About What You Say 

Tax attorneys and accountants frequently 
advise small-business clients not to speak 
directly with an IRS auditor. A compliance 
check consists of a perusal of your IRS 
employment forms for the year or years in 
question and a brief interview going over 
your knowledge of and compliance with the 
20 common-law guidelines. 

"People get very nervous when talking to 
the IRS and don't know when to be quiet," 
savs Howard Rosenbloom. an accountant 
with Shubitz, Rosenbloom, Lustig, Lustig& 




Limited Advance Strikinn 




— — — w w « v 




77ie Washington Mint Announces the Limited Minting of a Massive 
Eight-Ounce Proof Struck from Pure Silver Bullion — Advance Price $139 



The Washington Mint announces the limited advance minting of an 
extraordinary silver proof — the 1996 Giant Half-Pound Silver Eagle. 

This extraordinary piece of pure silver bullion is EIGHT TIMES 
HEAVIER than the famous United States American Eagle, and its 
3-1/2 inch diameter dwarfs every United States coin ever minted. 

And NOW, during a limited advance strike period, the first 1996 
Giant Half-Pound Silver Eagles are available at a special discount 
price — only SI 39! 

UNPRECEDENTED WEIGHT 

The Half-Pound Silver Eagle combines unprecedented weight with 
extraordinary dimension — it s a landmark in proof minting. The 
specifications for this colossal medallic proof are unparalleled. 

EACH ONE: 

• Is Individually Struck from Pure .999 Silver Bullion 

• Weighs OVER One-Half Pound 

• Is a Full 3-1/2 Inches in Diameter 

• Has an Astounding 11 -Inch Circumference 

• Is Individually Registered and Numbered 

And onlv 5(),( XX) Giant Half-Pound Silver Eagles will be struck for 1996. 



ADVANCE STRIKE DISCOUNT 

The price tor the IW> Giant Mali-Pound SiKer Eagle v. ill he set at 
SI 65 per proof. 

HOWEVER. IF VOl PLACE YOl'R ORDER NOW. VOL CAN 
ACQUIRE THE IW6 GIANT HALF-POl ND SILVER EAGLE 
AT THE SPECIAL ADVANCE STRIKE DISCOUNT PRICE - 

ONLY $ 1 39. ... 

NOTE TO COLLECTORS: IK VOL PLACE YOUR ORDER FOR 
THE IW6 HALF-POUND SILVER EAGLE(S) WITHOUT DELAY. 
IT WILL BE PROCESSED IMMEDIATELY. AND EARLIEST 
ORDERS WILL RECEIVE THE LOWEST REGISTRATION 
NUMBERS. 

ADDITIONAL DISCOUNTS 

Substantial additional discounts arc available for scnous collectors 
who wish to acquire more than one of these exquisite siKer proofs. 

<D IWM hc Washington Mini. I I (™ 



You can order: 

THREE Half-Pound Silver Eagles for $375 
FIVE Half-Pound Silver Eagles for $595 
TEN Half-Pound Silver Eagles for $ 1 095 

There is a limit of ten Giant Half-Pound Silver Eagles per order, 
and all orders are subject to acceptance by The Washington Mint, 
LLC.™ Total charges for shipping, handling and insurance are 
limited to $9.50 per order. 

ONLY 50,000 AVAILABLE 

The Washington Mint will strike only 5OJ0OO Giant Half-Pound 
Silver Eagles for 19%, so oversubscription is a v irtual certainty. 

Patterns of mail delivery vary widely and erratically across the nation. 
Collectors in numerous locales are unfairly disadvantaged bv a mail 
registration system. NO mail orders will be accepted. 

TELEPHONE ORDERS ONLY WILL BE ACCEPTED ON A 
STRICT FIRST-COME, FIRST-SERVED BASIS ACCORDING TO 
THE TIME AND DATE OF THE ORDER. 

CUSTOMERS ARE STRONGLY ADVISED TO SECl RE THEIR 
RESERVATIONS IMMEDIATELY BY CALLING TOLL-FREE: 

1-800-926-MINT 



Ext. 44385 



(24 hours a dav, 7 dav 

4 * * 



ek) 



A major credit card is necessary to secure your reservation, and The 
Washington Mint fully guarantees satisfaction with a money-back 
policy for a lull ft)da\s. 

The Washington Mint, LLC 1 M 

Since The Washington Mint has procured rare coins, 
secured bullion and struck medallions tor the American 
numismatic public as an independent pmate mint, not affiliated 
with the United States Government. This independence provides 
the cornerstone for our commitment to excellence in both product 
and service, and most important!}, it guarantee^ t<> our cust 
essential rights and complete satisfaction. 
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Co., in Miami. "When a simple yes or no will 
do, they go into a whole explanation of all 
kinds of things that the agent doesn't need 
to — or want to — hear." Almost always, he 
says, "I answer auditors' questions with 
'Here are mv client's records. 



I N 



Meet At Your Accountant s Office 

Have the compliance check 
conducted at your account- 
ant s office, not your home 
or business. Although the 
agent is allowed to look 
only at your IRS employ- 
ment forms — not your 
\ business records — during 
the compliance check, he or 
she may ask a question 
I >ertaining to your records. 

"It can be advantageous 
not to have those records at 

your fingertips," says 

James Urquhart III, an 

Inine, Calii'., tax attorney 

and author of Tlie IRS, 
Independent Coutmiiors, 
And Yon! (Fidelitv Pub- 
lishing Co., $24.95). "That 
way you can buy some time 
and prepare an answer 
that puts your best foot 

forward" 



of more than 100 pages for a client firm that 
had received notice of an employment-tax 
compliance check and had calculated that it 
could be assessed more than $1 million in 
back taxes. 

It cost the company more than $10,000, 
but it proved convincing. The IRS dropped 
the matter within a few months. 
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Travel-agency owner Ra/f Kane ivas assessed $27^000 in back taxes after the 
IRS said he misclaxsificd agents as independent contvaetors. 



Pull Out All The Documents 

Although it's never wise to say too much 
during the informal inteniew, "the best 
strategy for stealing the IRS's thunder 
during a compliance check is to give them 
more records and documents than they ask 
for," says Urquhart. "If you show them 
you're a serious contender and could give 
them a good tight in court should they 
decide to reclassify your workers, they may 
decide to move on to more promising cases." 
Urquhart recently prepared a document 




ays tax attorney Frank: "The IRS is 
tiying to reclassify as many inde- 
pendent contractors as possible and 
is more aggressive now than it was 
three to five years ago. Some business 
owners are so afraid of the IRS that they're 
reclassifying workers to avoid a confronta- 
tion, and others are choosing not to hire 
independent contractors at all." 

Others continue to use independent con- 
tractors because it's financially advanta- 
geous and in some industries it's the 



norm — and because they might lose the 
workers if they w r ere treated as employees. 

"It's physically impossible for the IRS to 
make sure all independent contractors pay 
their taxes, 1 ' says Ray Kane, owner of Pisa 
Brothers Travel, in New York City. "But 
that doesn't give them the right to change 
the issue from a compliance problem to 

classification." 

The IRS audited Kane 
and assessed him $274,000 
in back taxes, saying he 
misclassified the travel 
agents who work for him as 
independent contractors; 
he is apj>ealing the assess- 
ment. 

U I have colleagues who 
have negotiated with the 
IRS over this same issue 
and settled very cheaply by 
agreeing to convert their 
workers/' says Kane, who 
refuses to negotiate and 
intends to take his case to 
federal court if he loses his 
appeal in tax court. "It's a 
matter of ethics for me. 
I've scrupulously followed 
every guideline of the law, 
and my rights as a business 

owner are on the line here." 

In Michigan, former 
company president Rutledge now helps run 
her husband's firm, Spartan Dmvall, in 
Lansing, and they're doing things differ- 
ently this time around. "Every independent 
contractor who works for us is required to 
have a DBA [doing business as] license 
from the county to prove they're a separate 
business, and everyone signs a contract," 
she savs. "And if we ever receive notice 

4/ 

[from the IRS] for another compliance 
check, they'll hear from our lawyer and not 
a word from me." re 



An Ounce Of Prevention . . . 



To be an independent contractor, a person 
who provides services should, among other 
things, be legally established as a separate 
business, maintain offices apart from yours, 
and submit invoices on his own stationery. 
Under the Internal Revenue Service's 20- 
part test, a person is an employee rather 
than an independent contractor if that 
individual: 

1 . Must comply with company instruc- 
tions about when, where, and how the work 

is to be carried out. 

2. Is trained by the company. 

3. Performs duties integrated into the 
company's general operations. 



4. Must do the work personally. 

5. Is primarily responsible for providing 
a service, and the company hires, super- 
vises, and pays assistants. 

6. Maintains a continuing relationship — 
even one in which work is performed at 
irregular but frequent intervals — with a 
company. 

7. Works a schedule set by the company. 

8. Is substantially a full-time worker. 

9. Works on company premises. 

10. Performs duties in an order or 
sequence set by the company. 

1 1 . Must submit regular or written 
reports to the company. 



12. Is paid by the hour, week, or month. 

13. Is ordinarily compensated by the 
company for job-related expenses. 

14. Uses a significant amount of com- 
pany-provided tools and materials. 

15. Has no investment in the resources 
required to perform the service. 

1 6. Cannot realize a profit or suffer a loss 
through the provision of the services. 

17. Does not work for more than one 
company at the same time. 

1 8. Does not consistently seek work from 
the general public. 

19. Can be fired for reasons other than 
failure to produce results specified in a 
contract. 

20. Can quit at any time without incur- 
ring liability. 




Finnair & Delta announce a new worldwide partnership 
with 145 years of experience. 

Finnair and Delta, two of the most experienced airlines in the world, have entered into a code-sharing 
agreement for Finnair flights between New York and Helsinki. Now. you can call Finnair and make 
reservations for the only nonstop flights to Helsinki, and through Helsinki to Europe. In addition, Finnair 
offers twice-a-week, nonstop service between Miami and Helsinki. 

Fly anywhere in the world on Finnair and earn Delta SkyMiles. Delta 
SkyMiles members now earn mileage credit on all Finnair International scheduled flights. And beginning 
this Spring, Finnair Plus members will earn mileage credit on all Delta flights anywhere in the world. 

Finnair passengers will have easier connections. With the Finnair/Delta 
partnership, you'll be able to make one reservation and gel the best connections Finnair and Delta have to 
offer to and from Helsinki, and through Helsinki to the rest of Finland, Scandinavia, Russia, and the Baltics. 

Finnair now operates from Delta's Flight Center at JFK. To make connections 
easier and assure passengers a uniform standard of service throughout their journey, all Finnair arrivals and 
departures take place at Delta's convenient Flight Center at JFK. So, when you're traveling to other cities in 
the U.S., you'll be able to take the most convenient Delta connection right 
from the Delta Flight Center 

Finnair Business Class passengers are 
invited to use Delta VIP lounge. All Finnair 
Business Class passengers now have free access to A 
the Delta VIP passenger lounge in the Delta Flight 
Center. 

For reservations or information, call your travel 
agent or Finnair. 

1 '800-950-5000 
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My fever shot up to 106. 
My body was curled up 
in excruciating pain. 
My blood had gone haywire 
and was about to kill me. 
Suddenly, without warning, 

I was in full-blown 
sickle-cell anemia crisis. 
I owe my life to a lot of people. 

My wife who raced me 
to the emergency room, 

four doctors, 
three nurses, 
and 6 total strangers 
who I only know as 
type A Positive. 

Thank you. 
Your blood saved my life. 

A New Yor Ic Bh )od Center 

Blood donors save lives. Chuck Vasser is living proof. 
To give blood call 1 800-933-BLOOD (2566). 








Acquiring a business 

requires a lot more work 

than simply finding one 

for sale. 



By Steven B. Kaufman 




rant Beck, the president of Base- 
Line Inc., a Kent, Wash., manufac- 
turer of products used in the litho- 
graphic printing process, knew he 
to move fast. He wanted to buy a 
similar business in Connecticut to gain a 
foothold in the Northeast, but creditors 
were threatening its survival. 

So two years ago, in a span of only two 
weeks. Beck bought the company's assets 
for $150,000 — without the help of a busi- 
ness-acquisition specialist or a thorough 
examination of the company. Soon there- 
after, he paid a fat premium: enormous 
headaches and $250,000 in red ink. 

Beck had relied on financial statements 
that dramatically inflated the company's 
sales volume, he says. "I learned that if the 
time line is that tight, you walk away." 

Beck's episode illustrates the downside of 
what business brokers nationwide sav is a 
hot trend in the '90s — purchases of small 
companies by entrepreneurs and would-be 
entrepreneurs who are determined to shape 
and improve their economic destiny. The 
movement is powered in port by the wave of 
corporate downswings, which have led 
many displaced executives to decide they 
want to own their own businesses rather 
than work for someone else. 

But those seeking to buy a small business 
need a healthy dose of professional help and 
skepticism — and some luck. As much infor- 
mation as possible must be unearthed 
before a prospective buyer can reasonably 
gauge the likelihood of success. 

"Part of the problem is that entrepre- 
neurs are risk-takers to begin with," says 
Ole Carlson, a suburban Seattle manager 
for The Executive Committee, a San Diego- 
based company that creates teams of small- 
business owners w T ho consult with one 
another. Such entrepreneurs, he continues, 
"nm more on their gut than their intellect. 
They tend to fall in love with deals rather 
than analyze them." 

A way to avoid that problem, say those 
familial- with buying and selling companies, 
is to assemble a team of experts, including 
an acquisition specialist or a business 
broker, a lawyer, an accountant, and an 
insurance broker. Such a team usually costs 
an entrepreneur $3,000 to $20,000, depend- 

Steven B. Kaufman is a free-lance writer 
in San Jose, Calif 



ing on the size of the business and the 
complexify of the deal. But experts know 
what to analyze in order to minimize the 
chances of a bad purchase. 

Key considerations are whether a firm is 
financially solid — generally meaning it has 
been profitable for at least three years and 
has a solid balance sheet — and whether it 
has a history of stable employment. 



Where do you find businesses for sale? 
About 85 percent of opportunities are 
tucked within the unadvertised "hidden 
market/' says Michael Sipe, president of 
Private Equities, a San Jose, Calif., consult- 
ing fii*m for small-business acquisitions. 
Such businesses have a low profile — often 
because their owners have been involved in 
a recent divorce or there's been a death in 
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Before buying Rational Technology Inc., Larry H amnions, right, interviewed 
employees, including David Wagner, left, Mike Syers, and Wendy Klein. 



The most important checkpoint, others 
say, is to distinguish between cash flow and 
profit. Buyers w r ho look strictly at the 
bottom line may not realize that a business 
may have to pay its vendors within 30 days 
yet offers 60- or even 90-day terms on its 
receivables. The difference can be fatal. 

Entrepreneurs should avoid any business 
whose owner says he or she doesn't report 
all of its profits to the Internal Revenue 
Service. Such underreporting is surpris- 
ingly common, says Steven Maynard, presi- 
dent of Business Acquisition Systems, a 
Sunnyvale, Calif., consulting firm. He says 
the IRS could ultimately hold you, not the 
former owner, responsible. "And if he's 
lying to the IRS, he may be King to 
entrepreneurs about plenty of other 
things," Maynard says. 



the family — and have not yet been listed for 
sale. They offer buyers the best opportuni- 
ties, experts say, because there is minimal 
competition among prospective purchasers. 

The hidden market is accessible by 
networking with lawyers, accountants, 
bankers, and insurance brokers who spe- 
cialize in serving small business. 

Though most business brokers focus on 
the nonhidden market and represent sell- 
ers, not buyers, they obtain good listings 
and are useful resources, say experts in the 
field. Good brokers show buyers the true 
earnings of a business, qualify buyers, and 
help close the deal. They typically advertise 
in the Yellow Pages; small-business lawyers 
and accountants can steer entrepreneurs to 
the best of the lot. 

In the end, the best that an entrepreneur 



can do is assemble a top-notch team of 
professional advisers, do extensive due 
diligence (a thorough investigation of the 
business, similar to one an investment 
banker might perform), and hope for the 
best. There are no guarantees. 

Take Ed Blanchard, for example. He 
took all the light steps in August 1994 when 
he bought AET Thermal Inc., a Milpitas, 
Calif., maker of rapid-thermal-heating sys- 
tems for the semiconductor industry Due 
diligence unearthed that the former owner 
had given some customers a guarantee of 
up to three years on equipment without 
specifying what the warranty covered. So 
Blanchard worked out a pact allowing him 
to relinquish responsibility for contracts 
that made him uncomfortable. 

He still i*an into trouble, however. He 
didn't learn about one undisclosed contract 
until it was too late — it required that a 
$125,000 system perform at a level that w T as 
essentially undefinable and that it would 
eventually be replaced if it did not. 

"A business owner will open his books 
and show r you purchase orders and a history 
of relationships with his vendors," Blan- 
chard says. "But what you don't see are 
special contracts or relationships that have 
changed for the worse, and that kind of 
thing can kill a business." 



"Buying a business can be 
a treacherous affair. But if 
you do your homework, ... it 
can be a tremendously satis- 
fying experience." 

— Business Owner Larry Hammons 



Fortunately many business acquisitions 
work out fine. Larry Hammons bought 
Rational Technology Inc., a San Jose con- 
tract-engineer placement firm, in March 
1994 — his third company in two decades 
and by far his best purchase. He paid a fair 
price and got well-trained employees, a 
trouble-free computer system, and the 
former owner's commitment to train him 
after the purchase. Best of all, sales and 
profits are rising 40 percent a year. "Buying 
a business can be a treacherous affair," 
Hammons says. "But if you do your home- 
work, thoroughly understand the basics of 
the business, and get some breaks, it can be 
a tremendously satisfying experience." 

Hammons was due for some luck. His 



first two companies went belly-up as a 
result of circumstances largely beyond his 
control. He knew 7 he had to be especially 
careful the third time around. He re- 
sponded to a newspaper ad for a distribu- 
tion company. The broker representing the 
firm persuaded him to look instead at 
Rational Technology, which appeared to be 
a better match for Hammons. 

Hammons met the owner, studied the 
company's finances, and agreed to buy the 
firm, contingent on a more-thorough and 
successful examination of the company. 
Then he did 372 weeks of research, which 
cost nearly $20,000. Hammons hired an 
attorney and two CPAs to examine the 
company's contracts and its books. He 
analyzed the company's computer systems, 
and he interviewed all nine employees. 
"This is a service business," he explains. 
"It's the employees who ultimately make or 
break the business." 

Based on his experience, Hammons rec- 
ommends that those in the business-acquisi- 
tion market — when they find the right 
company — be willing to spend more to buy 
it than they might have expected to pay. 
"It's easy to find a lousy firm you can 
afford," he says. "But the owner of a good 
firm knows it's good. He's not going to sell 
it cheaply." MB 



ation's Business March 1996 



MANAGING 



47 









A board of directors can 
help a company broaden 
its decision-making 
expertise and generate 
more business. 



By Dale D. Buss 




ike Strand is no entrepreneurial 
lightweight. In just seven years, 
the 32-year-old has built Strand- 
Ware Inc., his company in Eau 
Claire, Wis., from a mere glimmer in his eye 
into a $3.2 million firm with 35 employees. 
StrandWare markets its proprietary bar- 
coding software all over the world. 

But even Strand realizes that to really 
succeed as the owner of a growing business, 
he needs a little help from his friends — old 
and new. That's why he began last fall to 
organize a paid board of advisers that could 
help shepherd StrandWare to its next 
phase of development. 

"It's getting to the point where finding 
expertise in management, and even my own 
expertise, is beyond the capabilities I can 
have internally," Strand says. "Not only 
that, but a lot of the decisions I used to 
make were $10,000 decisions. Now, they're 
getting into $500,000 decisions, and I can 
use the advice." 

Milwaukee-based Sport Tours Interna- 
tional has had a three-member board of 
directors for the past two years; it includes 
two experienced outsiders along with Lee 
Frederick, the firm's president and owner. 
Frederick formed the board because his 
company essentially created its own indus- 
try — brokering American collegiate tours 
for foreign amateur basketball teams. Says 
Frederick: "There was no road map or 
anything that ever said what you should do 
in this business. 

"You also figure out how 7 alone you really 
are as an entrepreneur, and you need to 
have some difference of opinion to give you 
some strength," adds Frederick, whose $2 
million, six-employee company is nine years 
old. "This way, you can draw on people who 
already have some scars and bloody socks." 

Strand and Frederick are joining the 
growing ranks of small-business owners 
who have organized advisory boards or 
boards of directors to help guide their 
companies. (See the box on Page 50.) 
Although there apparently are no statistics 
on the trend, anecdotal evidence from 
entrepreneurs, company board members, 
corporate consultants, and others indicates 
that the phenomenon is growing, aided in 
part by the fact that small firms are the 
fastest-growing pail of America s economy. 

"Small companies are the ones that are 
really focusing on getting boards of direc- 
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A board Of directors guides Lee Frederick in brokering U.S. tours for basketball tea iris of 
foreign players such as Poland's Wojciech Ziolkowski left, and Jawslaw Jechorek. 



tors now," says Steven Barth, a specialist in 
the development of privately owned compa- 
nies for Foley & Lardner, a Milwaukee- 
based law firm. 

Boards once were a fixture mostly of 
large public and private corporations . But 
now more growing companies — including 
some with just a handful of employees and 
six-figure revenues — are convening boards. 

One reason is the increasing sophistica- 
tion of newer entrepreneurs, who are much 
more likely to have emerged from a big- 
company environment that valued the culti- 
vating of advice from varied sources. 

Another factor is that industries and 
markets are changing so rapidly — because 
of globalization and advancing technology, 
among other reasons — that small-business 
owners can be confounded more easily than 
they would have been just years ago. 

The momentum also can be attributed to 
the fact that many small companies aspire 
to go public, and before doing so they must 
have independent boards installed to meet 
stock-exchange requirements. 

John Langdon, for example, stalled his 
Austin, Texas, company Medianet Inc., a 
decade ago and created a board with the 
thought in mind that his firm might 
someday go public or be acquired In 



August, Dallas-based Affiliated Computer 
Services bought Langdon's company which 
monitors the results of media buying for big 
advertisers. It has annual revenues of $9 
million and about 175 employees; Langdon 
remained as president. 

In addition, a large number of family- 
owned companies, many founded after 
World War II, are facing succession issues. 
Many of them have established boards of 
outsiders to help them sort through the 
often emotion-laden, relationship-driven 
questions involved, says Hal Shear, presi- 
dent of Research Investment Advisers Ltd., 
in Boston. He is a member of four private- 
company boards and is head of a regional 
chapter of the National Association of 
Corporate Directors. 

Whatever their motives for forming a 
panel of outsiders to assist them, small- 
business owners are finding that boards can 
fulfill a number of functions: 

Crisis Aversion 

Because small-business management tends 
to be thin, any disruption can strain a firm's 
managerial capacity. That's when a suppor- 
tive board can be a big help. 

When Marcia Polese, co-owner of Polese 
Clancy, a Boston-biised marketing-comma- 
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nieations agency, had to eliminate the jobs 
of a handful of her employees in 1990, her 
five-member board advised her on how to 
do it with as much grace and empathy as 
possible. A year later, when Polese Clancy 
encountered cash-flow problems, directors 
recommended ways to conserve funds and 
stabilize the situation. 

And this past year, when the company's 
controller died, the directors' 
assistance was quickly forth- 
coming. 

If it hadn't been for two of 
the directors' valuable finan- 
cial guidance during the 
time, u things would have 
been much more difficult for 
us," says Polese. u In fact, we 
ended up hiring one of them 
to be our new controller." 

Boards of privately held 
concerns have even been 
known to rescue companies 
from themselves. In 1989, 
True Basic Inc., in West Leba- 
non, N.H., was hemorrhaging 
cash, reeling from high over- 
head, and facing a disinter- 
ested market for its computer- 
operating-system software , 
which had been outstripped by 
Microsoft Corp. 

The four-member board, in- 
cluding three venture-capital- 
ist investors in True Basic, 

recruited John Lutz, who had 
stalled and sold three textbook-printing 
companies, to take over the helm of the 
company and partial ownership. Lutz cut 
costs, reined in expectations, and profes- 
sionalized the operation; the company has 

revived 

The board member's "had been very 
disappointed, but they didn't rupture any of 
the personal relationships that were impor- 
tant to the company before I came in," says 
Lutz. "And after I arrived, thev let me know 
they realized how difficult it would be to 
downsize and get things under control." 

Strategic Mentoring 

( )utside directors not only can offer differ- 
ent perspectives on management challenges 
but also can help owners identify obstacles 
they hadn't even considered. The best 
board members function like antennae, 
sensing both dangers and opportunities 
that may be typical in business — but may 
be new to the owner. 

"Often, an entrepreneur's sell-perception 
is that they don't have time for that strategy 
stuff," says Cavas Gobhai, a business con- 
sultant who is on the advisory board of 
Polese Clancy. "Directors can help them 
focus attention on those things." 

Properly selected directors can present 
the big picture that a business owner may 



not have seen yet, or can be the voice of 
experience to an entrepreneur who just 
hasn't been through it all. The directors can 
serve as catalvsts for action. 

%j 

Because Langdon ahvays had an eye 
toward selling Medianet, for example, he 
favored directors who had experience in 
buying or selling businesses; one was a 
retired vice president of Mobil Corp. But he 




"Where most entrepreneurs usually fall 
out of bed is financial controls," says Bob 
Herman, w T ho serves on the boards of Sport 
Tours, Roedel & Hanson, and HM Graph- 
ics, a $20 million printing company in West 
Allis, Wis. Herman w T as a partner with a 
management-consulting firm for 10 years 
and has spent many years putting together 
business plans for small companies. "When 

I met [Sport Tours'J Lee 
Frederick, he couldn't spell 
'business plan,' " Herman 
quips. u Now, he's great at that 
kind of thing." 

It was an experienced busi- 
ness owner on his board of 
directors who helped Rob 
Deabler set up a pension plan 
for one of his two small tempo- 
rary-employment agencies in 
Wisconsin. U I wouldn't have 
been nearly as extensive in my 
analysis otherwise, and I po- 
tentially could have made big 
mistakes," says Deabler, who 
owns U.S. Tech Force, in 
Fond du Lac, and American 
Technical Services Inc., in 
Brookfield. 
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An advisory board steered the market ing-communicat ions agency of 
Marcia Polese, right, and Ellen Clancy through tough times. 



also found his board an invaluable resource 
along the way. "Sometimes," he says, "I'd 
get caught up in the day-to-day, wanting to 
make customers happy no matter what, and 
my board said: Wait a minute. Why would 
you spend so much on an account on which 
you're not making any money? 1 n 

Sport Tours owner Frederick had never 
heard of w T hat could become one of his most 
potent marketing tools, the World Wide 
Web on the Internet, until one of his board 
members, Larry Donald, told him about it a 
year ago. By the end of 1995, Frederick w r as 
establishing several "home pages" to mar- 
ket his company's services on the Web. 

In Brookfield, Wis., Peter Roedel, pre- 
sident and co-owner of Roedel & Hanson, a 
14-employee maker of industrial pumps and 
components, says he "would have been 
blindsided" if one of his directors hadn't 
recommended that the finn seek a new T 
bank because its existing bank was begin- 
ning to ignore some small-business custom- 
ers. The director's advice enabled the firm 
to make an orderlv transition to a new bank. 

Filling The Gaps 

Because operating a successful small firm 
can require many kinds of expertise, boards 
can fulfill a crucial function as an auxiliary 
resource for day-to-day management, 



Networking 

Robert K. Mueller, a director 
of Arthur D. Little Ltd., a 
Cambridge, Mass., consulting 

firm, and author of books on 

corporate directorship, says 
directors often have networks of potential 
sources of capital, new 7 business, and tech- 
nology as well as information on economic 
trends, international contacts, and other 
connections that can benefit a small busi- 
ness in untold w r ays. 

Frederick, for example, says that Donald, 
one of his outside directors, has directlv 
recruited lots of business for Sport Tours 
because he's editor of Basketball Weekly, a 
magazine that is influential with coaches. 

Marquee Value 

A director can be "a talented or distin- 
guished person [who] adds credibility to the 
firm by his or her association and identifica- 
tion with the enterprise," says Mueller. 

"Small organizations sometimes need a 
name that looks good on their letterhead," 
says Gobhai, whose national reputation as a 
consultant has boosted Polese Clancy's 
image. "It's borrowed credibility." 

ow do you select good directors? 
Most experts recommend a combi- 
nation of deliberate category-filling, 
finding trusted or familiar people, 
and seeking out creativity, wisdom, or other 
abstract qualities for a board. 

For her board, Polese sought directors 
with varying areas of expertise; she ended 
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up with an attorney, a venture capitalist, 
two financial consultants, and Gobhai, a 
specialist in creative business thinking. 

Temp-agency owner Deabler, on the 
other hand, says that most of the people on 
his boards, while bringing plenty of collec- 
tive wisdom to the table, "are my friends." 

Gobhai savs the best directors should 
have "knocked around a little bit more than 
the entrepreneur and have a jack-of-all- 
trades sort of knowledge of the many 
functions that can go into an entrepre- 
neurial venture that doesn't yet have the 
advantage of specialization." For just such a 
reason, many business owners make sure to 
recruit a lawyer, accountant, small-business 
consultant, or other business professional 
for their boards before anyone else. 

Herman, the director, recommends re- 
tired or semi-retired executives like him- 
self. "People like me can make a major 
contribution," he says. "And they've usually 
got the time." What's more, with manage- 
rial workers living longer after retirement 
and with corporate downsizing during the 
past decade having created legions of 
corporate emigres, there are plenty of 
candidates available. 

Despite an entrepreneur's best efforts, 
however, creating a board can bring on new 
problems as well as opportunities. While 
rarely challenged for control, some owners 
come to resent feeling required to hand out 
confidential information to people who still 
are not owners of the company. Many small 
firms give their board members monthly 
financial reports, for example. And some 
owners find their advisers a little too free 
with advice or occasionally would rather not 
justify their decisions to a board. 

On the other hand, says consulting-firm 
director Mueller, some entrepreneurs can 
become too dependent on directors. "They 
can come to regard board members as 
prosthetic devices for the inadequate re- 
sources that the company may have on staff 
or in top management," he says. "Or they 
try to let a board have the responsibility of 
the owner or CEO in ultimate decision 
making," which can cause problems. 

or the most part, serving as a director 
provides big advantages for board 
members. If they are professional- 
services providers, they can pick up 
additional business. Directors get the op- 
portunity to leverage their reputations and 
expertise into more influence. They get to 
network, too. They may also get first crack 
at investing in growing companies. 

And usually, they get paid, even by small 
companies. Frederick, for example, pays his 
directors $250 for each of two meetings a 
year; software-firm owner Strand was plan- 
ning to pay his advisory-board members 
about $1,500 for each twice-yearly week- 
end-retreat meeting at a local resort. 




like to help others "get to the 
next level faster and avoid 
making a lot of mistakes." 

—Company-Development Specialist 

Steven Barth 



A larger private company with, say, $10 
million in annual sales typically will pay 
each board member around $5,000 a year 
plus $300 to $400 for each meeting 'and 
travel expenses, says consultant Robert 
Galecke. He is a principal at Pate Winters & 
Stone Inc., a consulting firm in Dallas, and 
is a regional head of the National Associa- 
tion of Corporate Directors. 



Yet many business owners don't offer 
financial compensation to members of an 
advisory board. Deabler, for example, just 
sends his board members, all local resi- 
dents, wine and other gifts at year's end. 

Barth, the Milwaukee lawyer and an 
adviser to Deabler, says an intangible bond 
often makes directors as excited about 
being on boards of small, growing compa- 
nies as the owners are to have them aboard. 
Business people who have made it like to 
help others "get to the next level faster and 
avoid making a lot of mistakes," he says. 
"They want to help this person get to where 
they've already been. 

"And they can usually make that hap- 
pen." NB 



To order a reprint of 
this story, see Page 6J>. 
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Advisers, Directors, And The Law 



Some business owners form "advisory 
boards," while others put together 
"boards of directors." What's the differ- 
ence? Not much in the crucial arena of 
legal definitions, and therefore not much 
generally, experts say. 

Historically, business made a distinc- 
tion based on a difference in authority and 
responsibility. Owners created an advi- 
sory board if they desired more or less 
casual guidance from members, for little 
or no pay. 

In contrast, members of an official board 
of directors were expected to give their 
duties more attention. Though not possess- 
ing any authority over the company's 
shareholders, they had "fiduciary" duties 
and generally received compensation. 

A director's fiduciary duties primarily 
are legal obligations to be a conscientious 
steward of the company. Such duties 
extend beyond the interests of the owners 
or stockholders, even though they own the 
company. "Say management isn't paying 
withholding [taxes to the IRS] or is 
abusing customers or employees," says 
Robert Galecke, a principal of the Dallas 
business-consulting firm of Pate Winters 
& Stone Inc. "A director has the responsi- 
bility to take action against the owner." 

In recent years, however, the landscape 
has been changed and the old distinctions 
have been basically rendered meaningless 
by the "liability crisis" and by legal 
decisions. 

Rising litigation against the directors of 
publicly held companies sent chills 
through the corporate-governance com- 
munity several years ago. While suits 



against directors of privately held compa- 
nies remain rare, more and more individu- 
als won't serve as directors of public or 
private companies without directors' and 
officers' (D&O) liability insurance. Such 
insurance can easily be a six-figure expen- 
diture even for a small company. 

Business owners in many states can get 
around the need for D&O insurance 
because their legislatures recently have 
enacted laws that specifically protect 
directors of both public and private com- 
panies from lawsuits. Certain states, such 
as Wisconsin and Texas, have very strong 
legislative protections for directors. 

Some business owners believe they can 
dodge the liability issue by maintaining an 
advisory board rather than a board of 
directors. But increasingly, that doesn't 
work. Recent court rulings have led 
experts to advise company owners that 
"as a practical matter, there isn't a whit of 
difference" between advisers and formal 
directors, says Hal B. Shear, a Boston- 
based business adviser. 

"A rose by any other name is still a 
rose, because [advisers] typically are 
doing everything they otherwise would do 
as a director," says Steven Barth, a 
corporate-governance expert for Foley & 
Lardner, a large law firm based in Mil- 
waukee. And in the states that protect 
formal directors, he adds, "you're proba- 
bly in a worse position being called an 
'adviser' because you don't get the statu- 
tory protection a director receives." 

The bottom line? When in doubt, hire a 
lawyer to help you sort out the pros and 
cons of advisers vs. directors in your state. 
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From stain-remover sticks 
to satellite navigation 
systems, gadgets for 
travelers cover the map. 



By Hal Morris 




or photo expert Rhon Engh, appear- 
ance is important, and not just in 
pictures. When he travels on business, 
Engh Ls always prepared to remove 
any mealtime splatters on his shirt or tie with 
a marker-size stain-remover stick. U I never 
leave home without one," 
he says. 

Indeed, the $3.85 stick 
that removes greasy 
stains from fabrics has 
been a "dynamite seller" 
for three years at Magel- 
lan's, according to John 
McManus, president of 
the catalog company. The 
privately owned firm spe- 
cializes in several hun- 
dred travel essentials and 
is based in Santa Bar- 
bara, Calif., where it also 
operates a retail store. 

The stain remover is 
among must items — 
many of them not at all 
high-tech — that make life 
easier and safer for road 
warriors like Engh, who 
owns PhotoSource Inter- 
national, in Osceola, Wis. 

Other top Magellan's 
items for business trav- 
elers include: 

■ Desk-drawer tools 
— stapler, scissors, pen, 
staple remover, call on 
opener, hole punch, 
tape measure (to 40 
inches), and pencil 
sharpener — all in a 5- 
ounce, 4V2-inch-long 
"multiworker" kit for 
$16.85. 

■ A battery-operated, 

pocket-size tone dialer 

($12.85) for use in places 
where rotary (pulse) 

phones are still in opera- 
tion. The user places it on a telephone 
mouthpiece and then pushes buttons to 
generate tones to access "press I" menus, 
financial accounts, and answering machines. 
Among jwpular products tailored for 






Travel tools, clockwise from 

below right: the Door Stop 
Alar))!, a sound machine, a 
hidden pocket (all front 
Magellan *A the Voice 
Organizer, and the Air Taser 
(both fro m The Sharper Itnage). 
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use in hotel rooms is a $99, 172-pound, 
battery-operated machine that emits sounds 
such as rainfall, a waterfall, and the surf to 
mask sleep-distorbing noises — and also 
serves as an alarm clock. Another item Ls a 
fold-up steam, spray, and dry travel iron 

($34.85 and about a pound 
and a half). 

Popular' with solo 
women travelers who 
stay in hotels are security 
items such as a battery- 
operated door-stop ($9.75) 
that sounds a siren alarm 
if someone — an intruder, 
say — tries to open a door 
against it. Another device 
is an adjustable security 
wallet ($11.85) that Ls 
worn around the neck 
and hidden inside a 
sweater* or* blouse. 

Items on the high-tech 
side include the pocket- 
size Voice Organizer with 
1,024 kilobytes of mem- 
ory ($229.95) from The 
Sharper Image. The de- 
vice stores voice-recorded 

appointments and up to 
400 telephone numbers. 
To review a day's sched- 
ule, for example, the user 
simply speaks the date to 
hear the playback, 

u Voice-powered tech- 
nology Ls extremely popu- 
lar; and the voice organ- 
izer* is among our top 10 
seller's," says Sydney Kle- 
vatt, senior- vice president 
of marketing for San 
Francisco-based The 
Sharper Image, which 
sells through catalogs and 
(SO U.S. retail outlets. 
Most popular* with in- 
ter-national travelers, es- 
pecially those who take along laptop 
computers, are grounding 
adapter- plugs ($7.85 to $9.<S5) 
designed for use in various 
countries, says McManus of 
Magellan's. "We go through 
these by the thousands." 
Personal-protection (Unices 
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are grabbing 
attention as 
well. The 
Sharper 
Image offers 
the Air- Taser 
($249.95), a 20- 
ounce, flash- 
light-size device — similar- to the Taser used 
by jx)lice — that emits electronic pulses that 
temporarily incapacitate an attacker. Also 
available is a pager-size personal-safety siren 
($29.95), which can be concealed up a sleeve 
or worn on a belt, doubling as a flashing 
fore-and-aft beacon while walking or jogging. 

Need a name and title in a hurry? Among 
electronic pocket organizers Ls a compact 
unit with 64 kilobytes of memory and a 
screen that displays up to six lines for names, 
addresses, memos, and telephone numbers. 
Its available at Radio Shack ($90) and some 
office-products and electronics stores. 

A larger- version, found at Office Depot 
($100) and similar- outlets, holds up to 2,000 
names and telephone listings in its 128- 
kilobyte memory and includes a clock, a 
calendar; a schedule with alarm, and a 
calculator. 

Weather-wary travelers can stay on top of 
conditions by dialing one of three main 
National Weather Service frequencies on 
Radio Shacks calculator-size, 4.4-ounce 
Weatheradio ($20). 

For those who fear- getting lost when 
(hiving to an unfamiliar destination and don't 
mind spending about $3,000 (installed) to get 
directions, there's Sony's NVX-F160 Mobile 
Navigation System. It uses satellites to 
pinpoint a driver's location within 100 to 700 
feet of actual jx>sition. Location Ls constantly 
updated on a street-by-street, CD-ROM- 
based digital map on a 5-inch color- screen. 
The unit also contains an address finder. 

ot all travel aids are found in 
catalogs or specialty stores, how- 
ever. Returning to his rental ear- 
on a frigid winter day in Detroit, 
business traveler Engh had a difficult 
time unlocking the door. No problem. 
He simply lit a match, heated the 
car key, inserted it into the 
frosty lock, and presto! — 
the ice in the lock 
melted, and the 
key worked. fB 





Family Business 



New and insightful resources; when debt isn't necessarily 
bad; repaying those who helped you get to the top. 



OBSERVATIONS 



Sharing The Written Word 




By Sit a vo n. Nelton 

Here are some useful resources for and 
about family businesses that have re- 
cently come to our attention: 

Publications 

Family Money, a newsletter on the 
"unspoken issues related to wealth," is 
published three times a year by Judy G. 
Barber, a family-business consultant who 
specializes in the psychology of money. 
Recent topics have included coping with 
prenuptial agreements, turning kids into 
financially responsible adults, and suc- 
cessful transitions in family businesses. 

A subscription is $35 a year. For a 
complimentary copy, write or call Fam ily 
Mortal at 1515 Fourth St., Suite B, Napa, 
Calif. 94559; (707) 255-6254. 




A Guide to Family Business Educa- 
tion in North America — 1996 is a 188- 
page book that compiles information on 
more than 90 family-business education 
programs — most of them university- 
based — in the U.S. and Canada. It should 
enable families to find the educational 



opportunities nearest them or most valua- 
ble to them. 

The research was sponsored by Massa- 
chusetts Mutual Life Insurance Co. and 
was conducted by Randel S. Cai'lock, who 
is director of the Institute for Family 
Business at the University of St. Thomas, 
in Minneapolis. 

For a free copy of the directory, call 
MassMutual at 1-800-494-5433. 

Books 

■ Working With Family Businesses: A 

Guide for Professionals (Jossey-Bass, 
$29.95) is a handbook for family-business 
advisers in all disciplines. Its authors are 
five highly regarded family-business con- 
sultants: David Bork, Dennis T. Jaffe, 
Sam H. Lane, Leslie Dashew, and 
Quentin G. Heisler. Topics include the 
dynamics of a family business, helping 
families in conflict, and estate planning. 

The book is available in bookstores or 
from the publisher at 350 Sansome St., 
Fifth Floor, San Francisco, Calif. 94104- 
1342; (415) 433-1740. 
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A La Sombva del Roble: La Entpvesa 
Privada Familiar y su Cotitinuidad, by 
Ernesto Poza Valle. At last, a book for 
Spanish-speaking business owners and con- 
sultants by a family-business expert who 
has worked extensively in both the U.S. and 
Latin America. (The title translates to In 
the Shadow of the Oak: Continuity in the 
Family-Owned Bus 'mess.) 

The book can be purchased for $28 from 
Editorial Universitaria, 37300 Jackson 
Road, Chagrin Falls, Ohio 44022; (216) 
247-6300. 



The Fatuity Busutess: Insights Into 
Working With Family, by Michael J. 
O'Malley Jr. This little softcover is full of 
fun and bits of wisdom. For example, 
family members will probably agree with 
O'Malley, a family-business consultant, 
when he writes, "In a family business, 
your weaknesses are magnified and your 
strengths are taken for granted." 

The book is $11.20 from Family Busi- 
ness Dynamics, 2102 N. Clifton, Chicago, 
111. 60614; (312) 477-0247. 



PLANNING 



Reducing The Risks Of Family-Business Growth 



By Craig E. Aronojf and Joseph H. Astrachatt 



Familv-business owners are bullish on their 
own prospects. Recent research shows that 
two-thirds of family-business owners antici- 
pate average annual revenue growth of 
greater than 6 percent over the next five 
years. Nearly two-thirds (64 percent ) think 
they will hire more employees over the next 
five years. 

These figures come from a survey of 
4,000 family-business owners conducted by 
the Arthur Andersen Center for Family 
Business, Kennesaw State College, and 
Loyola University Chicago. 

WeVe heard financial strategies in family 
businesses expressed in many ways, rang- 
ing from "I just want to get out of debt" to 



"Ffl take every dollar anyone will lend me." 
Our experience suggests that more family 
businesses would make the first statement; 
they don't like debt and the risks that it 
causes. 

Unwillingness to use debt, however, can 
restrict a company's ability to grow. Profes- 
sionals in corporate finance develop strate- 
gies that blend debt and equity to maximize 
return on investment and support business 
growth. The Arthur Andersen survey 
shows that companies with debt expect 
more and faster growth than do those 
without debt. 

We do not suggest that every family 
business should run out and borrow money 
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for growth. Nonetheless, in a recent Massa- 
chusetts Mutual Life Insurance Co. survey 
of 1,029 business owners, 54 percent said 
they feel they have excellent access to 
capital. Besides capital, growth requires 
market opportunities, managerial ability to 
take advantage of opportunity and the 
desire and motivation to grow. 

In our experience, family-business 
owners realize that growth, debt, and risk 
can further complicate family relation- 
ships. Aggressive growth strategies re- 
quire more-sophisticated management 
practices and better communication with 
family owners. Communication, manage- 
ment controls, and accountability help re- 
duce risk from growth and greatly reduce 
stress and perceptions of undue risk among 
familv members. 

In analyzing the MassMu- 
tual study, we found that 
old, multiple-generation 
family businesses tend to 
have three things in com- 
mon: a strategic plan, a 
board of directors, and fam- 
ily meetings. 

Each of these characteris- 
tics seems to be associated 
with business growth and 
the ability to manage 
growth and economic down- 
turns well. 

Growth, particularly 
rapid growth, requires stra- 
tegic planning. And families that are con- 
flicted over business direction, we find, 
become much more supportive when man- 
agement develops and expresses a clear 
direction and a plan to get there. 

For family businesses embarking on 
growth strategies that require greater risk, 
having an active board of directors becomes 
even more important. Boards can provide 
oversight, ideas, and experience to help 
companies manage risk responsibly. (For 
more on the subject, see "How Advisers 
Can Help You Grow;" on Page 47.) 

The Arthur Andersen research shows 
that three-fourths of businesses that hold 
regular family meetings expect significant 
growth, compared with GO percent of those 
that do not meet. Family meetings are an 
important w r ay to build consensus for 

growth. 

Here are some things we believe growing 
family businesses should do in their family 
meetings: 

Clarify family goals. Discuss how 
business growth can help achieve those 
goals. Examples include providing em- 
ployment opportunities for more family 
members, remaining competitive in a 
changing industry, and building wealth. 

Make sure that the family under- 
stands the use of debt in business. Take 
the time to help the family grasp the basic 
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corporate-finance concepts, principles, 
and ratios. 

Develop clear policies on debt levels, 
expected return on investment, and re- 
wards to owners. The family should un- 
derstand that business leaders are taking 
a responsible and disciplined approach to 
lisk and that family owners can expect 
rewards for the risks they are asked to 
assume. 

Share financial reports with family 
owners on a regular basis — quarterly 
often makes sense. Emphasize results, of 
course, but also discuss key ratios that 
indicate how' well risk is being managed. 

Discuss estate plans with the family 
Careful planning is required to assure 
that the benefits of risk and growth 

remain with the business 
and the family. Unless es- 
tate planning is accom- 
plished and understood, 
growth will simply cause 
estate taxes to be higher 
and harder to pay. 

From the perspective of 
Wall Street or a graduate 
business-school classroom, 
the goodness of growth is 
seen as a given. In family 
businesses, growth cannot 
be taken for granted. The 
research show r s that one- 
third of family businesses 
do not expect to grow 7 — 
many because they choose not to. 

Many families want businesses of a size 
that they can control, and no larger. Many 
families prefer to minimize risk. Some 
families fear family conflict that may come 
from growth. 

But the main resistance to growth, family 
leaders tell us, is that once a business has 
been built that provide! a comfortable life, 
there is little incentive to grow. The biggest 
disincentives to growth, according to the 
MassMutual survey, are income taxes 
(identified by 38 percent of respondents), 
estate taxes (2<S percent), and capital-gains 
taxes (14 percent). 

Research shows us that the financial 
capacity for expansion exists. Our experi- 
ence show r s us that many family businesses 
have market opportunities and capable 
management available to achieve growth, 
and we have seen that family commitment 
to growth can be built The means and 
method for growth are available. What's 
often lacking is the motivation. 

That may very well require changes in 
the tax codes. 



MARK YOUR 
CALENDAR 




March 3-5, Boca Raton, Fla 



"Familv Businesses & Offices" is a 
forum on wealth and familv-firm man- 
agement for technical professionals such 
as investment consultants, trust- and 
estate-planning attorneys, and taxation 
specialists. Contact the Strategic Re- 
search Institute at (212) 302-1800 or 
1-800-599-4950. 



To obtain a free copy of the Arthur 
Andersen survey, call 1-800-924-2770. For 
a copy of MassMutual's 1995 research 
findings, call 1-800-494-5433. 



March 14, Weston, Mass. 



"Strategy: Planning, Design and Im- 
plementation" is a presentation and 
round-table discussion that examines 
strategic planning. For information, call 
Paul L Karofsky of the Northeastern 
University Center for Family Business 
at (617) 320-8015. 



March 20, Houston 



"Developing Reward, Compensation 
and Motivational Strategies" is a half- 
day workshop sponsored by the Baylor 
University Institute for Family Busi- 
ness. To be repeated March 27 in Dallas. 
Call Susan Meacham at (817) 755-2265. 



March 21, Oes Plaines, III. 



"Estate Tax and Its Impact on the 
Financial Health of Your Family Busi- 
ness" is the topic of a dinner meeting of 
the Midwest Association of Family Busi- 
ness Owners. For information, call (708) 
495-8900. 



March 27-30, Eugene, Ore 



"Rejuvenation," a retreat for family- 
business members, covers such topics as 
leadership, succession, and teamwork. 
To be repeated July 14-17. Call the 
Oregon State University Austin Family 
Business Program at (541) 737-3326. 



April 30, Cleveland 



An "ESOP Workshop" on using em- 
ployee stock-ownership plans for busi- 
ness continuity will be conducted in 
Cleveland and 11 other cities in April 
and Mav. For dates and locations, call 
the National Center for Employee Own- 
ership at (510)272-9461. 



How To Get Listed 



This list of family 'business events fea- 
tures national a) id ivgionaJ pmgmms 
that are open to the public. Send your 
item three months in ad ranee to Family 
Business, Nation's Business, 1615 H 
Street, N.W, Washington, D.C 20062 : 
2000. 




Case Study: Rewarding Loyal Employees 



Mary Jo Kaplan, 46, beamed with pride as 
she accepted the Woman of the Year 
award at an annual conference for women 
business owners. She was proud of what 
she had accomplished in the 10 years 
since her divorce. As a single parent, she 
had raised her daughter, Darla, now 23, 
while growing a business-travel company, 
Kaplan Enterprises, from an initial in- 
vestment of $10,000 to annual sales of 
more than $10 million. 

As she was preparing her acceptance 
speech, she recalled the many employees 
who had helped her in her quest. Billie, 
her first secretary, worked long hours 
with little pay and is now vice president. 

Response 1 

Find Out What 
Workers Want 



Max, once a summer intern, is now lead 
travel consultant. Susan, an attorney, 
serves in multiple roles, from negotiator 
to human-resources director. Darla, who 
as a teenager resented the long hours her 
mother spent building the business, is 
now working in the company with the 
same exuberance as Mary Jo. 

Now that the awards ceremony is over, 
Mary Jo has made a decision. "With the 
lean times in the past, I would like to do 
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lviaiT jo is wise to recognize mat Knowing 
what the employees want is critical so that 
time and money are not invested in plans 
that are unappreciated or even resented. A 
task force that includes men and women of 
various ages and races should be estab- 
lished to determine, first, the benefits that 
employees would utilize; second, whether 
employees would be willing to share in the 

cost of benefits; and, 
third, a plan of implementation. 

Tax-favored benefit plans are the most 
desirable. They include: 

■ Educational-assistance plans under 
which each employee can receive up to 
$5,250 a year tax-free. 

Cafeteria plans, which provide a menu 
of options from w r hich employees select 
benefits — such as medical expenses not cov- 
ered by insurance, additional life insurance, 
additional vacation days, and dependent- 
care assistance programs. 

Retirement plans such as 401(k) plans, 
which allow money to be set aside and to earn 
income on which taxes are deferred until the 
employee retiree and begins to withdraw the 

funds. 

Employee Stock Ownership Plans 
(ESOPs), which are qualified, defined- 
contribution retirement plans that invest 
primarily in the employer's stock. ESOPs 
motivate employees to work hard because 
much or all of their retirement benefit 
depends upon the success of the business. 

These plans provide deductions for the 
employer without benefits being currently 
taxed to the employee. Because of the tax 
advantages, all of the plans are subject to 
rules requiting strict adherence. 
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something to repay the 40 employees in 
some way for their hard work and contin- 
ued confidence in me and in the business," 
she says. 

She has given bonuses over the years to 
key managers, but she would like to put a 
more permanent plan in place. She would 
like the plan to provide increased benefits 
for all employees, not just management, 
and to give employees input into the 
design of the plan. 

44 How," she asks, "can I provide for 
employee participation in the develop- 
ment of a plan? And how can w r e increase 
benefits without unnecessarily mortgag- 
ing the future of Kaplan Enterprises?" 

Response 2 

Prepare For A New 
Management Style 



Mary Jo's success makes her want to 
compensate her staff more generously 
But even generosity can be destructive 
when poorly thought out and imple- 
mented. Mary Jo must choose her path 
wisely at this juncture, because her choice 
will redefine organizational relationships. 

Mary Jo's desire to make a change in 
compensation faces several challenges. 
First, the company is ^^^^^^^^^ 
too small to have a menu of services to satisfy 
the various needs of employees at different 
stages of life (e.g., single mothers with small 
children, or grandparents near retirement). 

Second, she needs to avoid creating a plan 
that would be taken away if the company 
became less prosperous. 

Third, allowing employees to help design 
the benefits sounds like a different manage- 
ment style for Kaplan Enterprises. While 
participative management can be highly 
productive, making the transition to this 
mode still requires leadership. Mary Jo may 
need help from a consultant skilled in this 
kind of organizational change. The first step 
will be to create a process for Mary Jo and 

key managers to de- 
fine a new philoso- 
phy of compensation 
that is linked to profits. 

After management has articulated the 
philosophy and general characteristics of 
the new benefits package, the employees 
should select representatives for a task 
force to help management design the 
specifics of new 7 benefits. If Darla is a 
potential successor and is suited for the 
task, she might represent owners in the 
deliberations. 
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By Michael Barrier 



Magic Moments 
Maybe 

Jeff Schwartz is the principal 
owner of a company called 
Talking Frames Corp., in 
Carlsbad, Calif. He incorporated 




about three years 
ago, but the idea 
for the company 
came to him a few 
years before that, 
when he was fly- 
ing home from a 
business trip. 

"My wife had 
given me some 
pictures of my 
kids to have when 
I traveled," he 
says. k Td been 

gone longer than usual, and I 
was kind of missing the family 
and I kx)ked at a picture of my 
son waving, and I wished I could 
hear him saying, 'Hey, Dad, I 
miss youT * Right then, 
Schwartz says, "the proverbial 
light bulb" came on. 

That light bulb did not illumi- 
nate a path to what you might 
think of as the logical destina- 
tion — a company that sells 
frames containing computer 
chips that can he used to record 
brief messages. Other companies 
do something like that. 
Schwartz ultimately decided to 
go into what he calls "prere- 
corded memorabilia"— a "hvbrid" 
combining a still picture of a fa- 
mous event, in an acrylic frame, 
with a base holding a 20-second 
sound recording of "the most piv- 
otal moment" of that event. He 
calls these hybrids Remarkable 
Moments. 



Schwartz, who owned a com- 
pany in the computer industry 
until he sold it in 1991, spent 
about a year and a half on re- 
search and development, he 
says, trying to "get a chip set 
that would give us reasonable 
[sound) fidelity," and then, start- 
ing in late 1993, began securing 
licenses. The first Remarkable 
Moment came out in mid- 1994. 

"You can commemorate any- 
thing for which there is sound 
and picture," as Schwartz 

1969 moon landing, 
for instance — but as 
a practical matter, 
sports events have 
been a particularly 
fertile field. Among 
the 14 subjects in 
his line now, for in- 
stance, he offers — in 
either a desktop or 
an 18-by-24-inch 
wall version — a 
Remarkable 
Moment depicting 
Bobbv Thomsons 
celebrated home 
mo that carried his New York 
Giants past the Brooklyn 
Dodgers in the 1951 National 
League playoff game. IVess a 
button, as you look at an assem- 
blage of photographs of the 
event, and you can hear an- 
nouncer Russ Hodges shrieking 
with joy as Thomsons blast 
clears the fence. Since Thomson 
is still with us, an autographed 

sion of his Remarkable 
Moment is also available. 

The best-selling Remarkable 
Moment so far, with 750 units 
sold, is the desktop piece com- 
memorating the U.S. hockey 
team s gold-medal victory in 
the 1980 Win ter Olympic * 
That s not a lot of unite, but 
Remarkable Moments are not 
inexpensive; a desktop unit has 
a suggested retail price of 
$69.95, and the wall versions 
are $129.95. (For a catalog, call 



Schwartz is also starting to go 
after custom jobs: a portrait of a 
company's CEO, perhaps, ac- 
companied by the CEOs reading 
from the company's mission 
statement. Picture, if you will, a 
company where there's one of 
those Remarkable Moments sit- 
ting on every executive's desk, so 
that the CEOs inspiring words 
are always at hand, at the press 
of a button. Perhaps listening to 
those words first thing in the 
morning could become a part of 
the company's culture. 

People who don't find modern 
technology terrifving simply 
don't have enough imagination 
to envision such possibilities. 

The King s 
Dominion 

Also in the future mav be musi- 
cal Remarkable Moments. 
Schwartz cites as a strong possi- 
bility a photo of Elvis Presley ac- 
companied by a 20-second clip 
from the song "Hound Dog." 

Ah, yes, the King. Anyone 
venturing into licensing must 
soon be aware that Elvis 
is "perhaps the hottest 

licensed celebrity prop- 
erty that there is," as 
Todd Thurston puts it. 

Thurston and 
David George, both in 
their 20s, are princi- 
pals in a Lenexa, Kan., 
company they started last 
year — they rail it the David 
Christopher Group. They have 
lots of irons in the fire, but li- 
censing famous pnjperties is one 
of the hottest, and where Elvis 
w ncemed, Thurs ton says, 
"we want**d to come up with 
something that hadn't been done 
t>efore with him on it 
Their solution: Elvisopoly 
It is, as the name suggests, es- 
sentially a variant on the classic 
Parker Bros. Monopoly game, 
using elements from Elvis life in 



place of the familiar Atlantic 
City streets, railroads, arid the 
like. Although Parker Bros, has 
copyrighted the particulars of 
Monopoly, the underlying con- 
cept, like any idea, is not copy- 
rightable, and so companies like 
the David Christopher Group 
can erect their' own superstruc- 
tures on it. 

Elvisopoly hit the market too 
late to stir up much excitement 
in the 1995 Christmas season, 
but, Thurston says, "we're 
primed and ready" for the 1996 
season — the buying for which, 
by the national chains, has al- 
ready begun. About 50,000 

copies of the game were in print 
by the end of last year. 

With success on the horizon, 
Thurston and George have \xvn 
talking with other possible li- 
censers for games, including 
Coca-Cola and Harley-Davidson 
But licensing can get compli- 
cated: They backed out of a deal 
with Plavbov Enterprises at the 
last minute, Thurston says, be- 
cause they were afraid 




such an association could 
cloud their marketing of a li- 
censed children's character, 
Magellan I Bear. 

Their plans for that bear are, 
in their own way, as unnerving 
as Jeff Schwartz'- plan- for talk- 
ing CEO photos Thurston and 
George aspire to turn Magellan 
T Bear into another Barney, via 
a television show and I * * >ks. to 






Success Strategies That Boost Sales and Profits! 




If you need to 
learn more about 
accounting, 
finance, and 
budgeting... here's 
where you'll find 
all the answers. 

FINANCE FOR 
NONFINANCIAL 
PROFESSIONALS 

Once you learn to 
read and analyze 
financial statements, 
you'll take a more 
active part in financial discussions... and 
make more confident and well-informed deci- 
sions in money matters. Budgeting, buying, 
forecasting, and goal-setting will make perfect 
sense to you, and you'll lie able to deliver 
analyses and reports that demonstrate your 
control of your business. This remarkable 
video series helps you learn every basic nuance of finance, 
including accrual vs. cash reporting; direct and fixed costs; tests 
for liquidity, leverage, and solvency; different purposes of bud- 
geting; revenue projections; and more. 



V MS only. Running 
time 3 boms, S I 

minutes. Includes 
3 videos and one 
48- page workbook. 

$249.95 

plus $6.<K) s/h 



How much cash will 
you need next week, 
next month, or next year? 

UP YOUR CASH FLOW 

If you've never had the time or the 
tools to project cash flow, here's the 
program for you. Simply answer the 
questions on your screen about sales 
and expenses, and out pops a 
complete financial plan in spread- 
sheet format... without wasting a 
moment of spreadsheet set-up time 
to get it! You can spot trends, 
run "what if" 




scenarios, and 
always know 
your cash needs 
in advance. 



FREE BONUS DISK: 

The Household Cash Manner 

will help you 
accurately forecast 
your financial future. 



( omputer disk 

(DOS 5-1/4, 3-1/2 
Specify on order form) 

$89.95 

plus $6.00 s/h 



Quickh locate lenders and 
investors throughout the USA. 

THE FINANCING 
SOURCES DATABANK 

Raising capital is easier than you ever 
imagined with the Financing Sources 
Databank. When your local hank 
says NO, this database says YKS! It's 
packed with 2,500 non-hank lenders 
and equity investors who're aggres- 
sively lending money across the 
country. Includes venture capital 
firms, small business investment 
companies (SBICs), commercial hanks, 
equipment lessors, factoring firms, and 
asset-based lenders. Simply enter your 
industry, location, and amount and type 
of capital required. In seconds, you get a list 
of lenders and equity investors who match 
your needs. Plus five screens of information 
on each financing source! 




Computer disk 
(DOS 5-1/4, 
3-1/2— for DOS 3.3 
or later, 5.5 MB, 
and 640k RAM) 

$ 1 39.00 

plus S6.(K) s/h 



BizPlan 



launch A 
^eu Product 

XT\ice.Or 

Lornnanv 




Complete a winning proposal... 
raise capital to launch a new 
venture, product, or service... 
write the business plan that will 
jump-start your company! 

RuPianBlilder 

Your business plan is how you stay 
in touch with your goals, potential 
risks, and likely rewards. And it may 
be the single most important factor 
in convincing investors to give 
you the financing you need. 
BizPtenBuihler not only helps you 
get started, it practically does all the work 
for you with more than 90 pages of typed 
and formatted word processing and 
spreadsheet files... as well as headlines, 
sentences, paragraphs, tables, and lists 
to help you produce your perfect business 
plan. BizPlanBuilder will help you save 
valuable time, structure your thinking, and get you the 
dollars you need... and it will help you no matter if this is 
your first business plan or your tenth. No mistakes. No con- 
sulting bills. No hassle. 




126-page reference 
guide and computer 
disk (DOS 5-1/4,3-1/2, 
WINDOWS 3-1/2, MAC) 
Regular price, 
S129.(X) 

Your Price: 

$99.00 plus $6 s/h 




Protect your business in any economic climate. 

CASH FLOW PROBLEM SOLVER 



ORDER NOW! 

CALL TOLL-FREE: 
1 -800-479-4530 



Many entrepreneurs have the "midas touch" when it comes to creating 
products and generating sales. But if they can't manage cash flow well, 
the result may be devastating. A business can overcome the loss of a 
customer... but it may not be able to overcome missed payroll and pay- 
ments. If you're an entrepreneur, this proven cash management system 
talks your language. It identifies the fundamental principles of cash 
management that every business must understand... and it gives you 
. . realistic examples and illustrations of how to apply those principles to your business. You'll learn the uses 

304 -pa in* hardcover hook. . .. tJ c * ... , e c , *u i , .^^ ^ t u « ~ n ^ 

1 * and limits ot a credit policy, how to manage tor profit, methods to reduce the average collection period, 

$32.95 plus H.oos/h and how to build a better inventory management system. Proven tactics that assure positive cash Bow. 



OKDI.R NOW! ( Al l TOLL-FREL 1-800-479-4530 



Select the accounting software 

that's perfect for your business! 

Gl IDE TO SMALL BUSINESS 
ACCOUNTING SOFTWARE 

Here's the program consultants use to help 
small businesses assess their accounting 
needs! Now do it yourself using comparative 
tables that show side-bv-side details of 
general ledger, accounts payable and receiv- 
able, inventory control, and payroll. Match 
the right system to your company by 
determining the strengths and weaknesses of: 




Windows Products 

Peachtree for Windows V2.0 

Spectrum (Real World) 
Profit (Great Plains) 
DacEasv for Windows V2.0 
QukkRooks for Windows Y2.0 
Access to Platinum 
CA Simply Accounting V2.0 



Dos Products 

One-Write Plus V4.0 
Peachtree 17 
Champion Bookkeeper 
Profttwise 



140-page guidebook 
and computer disk 
(DOS 5-1/4, 3*1/2) 
Regular price: 
$125.00 

Your Price: 

$99.95 

plus $6 s/h 



as 
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FREE BOM S DISK: 

The Requirements Analyst" 

decision-support program 
allows you to assign priorities 
and score packages automatically. 





Ctff ftey/61/y > Tj le acclaimed program 

Siting Tints I * or vvr ^ n tf employee reviews, 

in Ba/fi 



r » 



evaluations, and appraisals... 
quickly and easily. 



lr v ™ 



EMPLOYEE APPRAISER 

This computer-based program 
helps managers and supervi- 
sors avoid many of the most 
common performance 
appraisal mistakes. Employee 
Appraiser gives you access to 
hundreds of professionally 
written phrases and para- 
graphs that can be personal- 
ized to fit your people and 
Specific situations. Developed 
by labor law experts, the 
glossary checks your docu- 
ments for inappropriate 
language and offers advice on 
how to correct it. The result is 
better employee evaluations... 
delivered in half the time. 




■ 



Apt* 



raiser 





( Computer disk 

(Windows 3-1/2) Includes 

over 400 writing samples. 

Regular Price: 
$129.00 

Your Price: 



$99.95 

plus S6. s/h 



Computer Letters, Forms, Documents, and Agreements 



SALES LETTERWORKS 



SALES 
LetterWorks 




308 expert letters that 
generate sales and profits 

No matter what your business is or whom 
you're trying to convince, SALES LetterWorks 
has the perfect letter for virtually every 
selling situation. Call up custom-crafted 
letters on your computer that cover every 
aspect of selling: creating repeat business, 
opening doors, dealing with customers, 
responding to objections, collecting money. 
Acclaimed by the New York l imes 
as a product that will "help sell 

anything. " 



372-page book (308 letters) and 
computer disk (DOS 
$-1/4, 3-1/2, WINDOWS 
3-1/2, MAC) 

$79.95 plus $6 s/h 



Worts 

Macintosh mi 
Processors 



LEGAL LETTERWORKS 



165 legal forms and agreements 

Count the times you've needed a legal form: 
partnership or corporation papers, brokerage 
agreement, real-estate lease, contract for sale 
of goods, a will. Now you can save money 
on legal fees and avoid time-consuming, 
deal-killing delays. Just call up the form you 
want, fill in the blanks as directed, and print 
a completed form. 

452-page book (165 legal forms) and computer disk 
(DOS 5-1/4* 3-1/2, WINDOWS 3-1/2, MAC) 

$79.95 plus $6 s/h 



BUSINESS LETTERWORKS 
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400 professionally 
written letters 
to cover all areas 
of your business 

If you've ever struggled to tell an employee 
you're unhappy with his performance, 
apologize for an employee's rudeness, make 
an inquiry to a venture capital firm, or any 
number of situations, then this software will 
simplify your life. Call up letters covering 
advertising, suppliers, internal communica- 
tions... every business situation imaginable. 

470-page book (4(M) letters) and computer disk 
(DOS 5-1/4, 3-1/2, WINDOWS 3-1/2, MAC) 

$79.95 plus $6 s/h 



•Formerly 1 ettetWorks 



PERSONNEL RE AD WORKS 



PERSONNEL 
ReadyWorks 
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160 customizable forms and documents 
for every phase of personnel management 

Now there's help in dealing 
with some of the most sensitive areas of 
management: hiring and discipline, health 
and safety, government regulations, and 
more. Avoid costly problems and possible 
lawsuits with customizable forms that cover 
company policy, benefits, record-keeping, 
performance appraisals, terminations, confi- 
dentiality, and illness. 

370-page hook ( 160 forms) and computer disk 
(DOS 5-1/4, 3-1/2, WINDOWS 3 1/2, MAC) 

$119.95 plus $6 s/h 



LEGAL 
LetterWorks 
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Help your employees give the service 
that customers respond and return to! 

THE POWER OF 
CUSTOMER SERVICE 

Let famed customer service expert, Or. Paul 
Timm, give you the inside track on the 
do's and don'ts of dealing with customer 
service (skills that benefit the customer 

and the employee!). This 

how-to-do-it 




powen 

OF 



p »»l R T 



in "n.Pho 



me 



se 



A Haw-to Appiooch 
to 




VHS only. 
Running time 
45 minutes. 
Includes 
companion 
audiocassette 
*md workbook 

$99.95 

plus $6.(K) s/h 



program details: 

■ The three C's ot 
customer service 
m sih cess: ( on( em, 
Communication, 
and Competence. 

■ Why customers 

become dissatisfied 
and how you can 
turn them around. 

■ How to deal with 
customers courteously 
and successfully even 
when you're under 
pressure. 

This bestselling, sales-building program 
can be the key to gaining successful, repeat 
business. Improve the power oi your 
customer service! 




T\im every customer into a lifelong client! 

50 WAYS TO KEEP YOUR CUSTOMERS 




VHS only. Running time 
45 minutes. Includes 
companion audiocassette 
and workbook. 

$99.95 

plus $6.(K) s/h 



We live in an era when buying 
decisions are being made not 
nearly as much on the quality 

of the product... but on the 
quality of the service 
| that's offered. This 
I acclaimed program — 

using entertaining 
I and familiar everyday 
situations — delivers 
proven techniques that 
will help employees, 
managers, salespeople, 
telemarketers, office 
s t a ft — e ve r y o n e ! — 
make customers want 
to come back for more. 
50 Wins is divided into 
short segments, making 
it perfect for employee training 
sessions... or for easy all-at-once viewing 
comprehension. This step-by-step 
system shows you how to deal with 



difficult customers... and it also helps 
turn employees into better employees! This is an outstanding 
program for today's customer-driven economy. 



Feel comfortable 
and in control 
with any individual 
or group. 

HOW TO MAKE 
WINNING 
PRESENTATIONS 

You can quickly and 
easily overcome 
presentation jitters. 
With these 30 sure- 
fire tips, you'll look 
and act composed... 
and give each audi- 
ence (of one or a thousand) exactly 
what they expect. Learn and apply 
success tactics used by top speakers 
to make listeners remember exactly 
what they want them to... and how 
to adjust to every audience. 




VHS only. Running time M) 
minutes. Includes companion 
audiocassette and workbook. 



$99.95 

plus $6.(K) s/h 




VHS only. Running time *0 

minutes. Includes companion 
audiocassette and workbook. 

$99.95 

plus $6.(K) s/h 



Make your 
meetings pay oftl 

HOW TO HOLD 

SUCCESSFUL 
MEETINGS 

Meetings can be 
tremendous time 
wasters... in fact, 
most of them are! 
Here are 30 ways to 
make every meeting 
a valuable, produc- 
tive business tool. 
Learn how to tactfully prevent 
someone from taking over a 
meeting... reinvigorate a stalled 
meeting. . .brainstorm whenever 

needed... dramatically cut the time 
required for each meeting. 



See the customer s 
point of view and 
increase your sales! 

HOW BUYERS 
LIKE TO BE SOLD 

An important, insightful 
video program that shows 
you exactly what your 
prospects are thinking... 
and how you can create 
sales techniques they can't 
resist. Discover what gets 
their attention, what turns 
them off, what makes 
them say YES. These 
unique, powerful strategies 
will dramatically enhance 
your sales efforts. 




4-volume video set. VHS onlv. 
Running time 3 hours, 58 minutes. 
Includes 32 page workbook. 



$179.95 

plus $6.(K) s/h 



ORDER NOW! 

HAVE YOUR CREDIT CARD HANDY AND CALL 

TOU- FREE: 1 -800-479-4530 



ORDER NOW! CALL TOLL-FREE 1-800-479-4530 



THE s 





SURVIVAL GUIDE 



ROBERT E. FLEURY 



HOW TO MANAGE 
YOUR CASH, PROFITS & TAXES 



Put your business 
on the right track. 

THE SMALL BUSINESS 
SURVIVAL GUIDE 

An easy-to-follow, easy-to- 
implement system that covers 
accounting, taxes, profitability, 
analysis, cash management, and 
risk management. Learn the seven 
key points every small business 
owner has to know to survive. 

256-page hardcover book. 

$29.95 

plus $4.00 s/h 






COMPLETE 
ROOK 

usiSess 

LANS 



SIMPLE STEPS TO 
WRITING A POWERFUL 
BUSINESS PLAN 



Jontpta A. Covcflo Qt 
Brian J. ttairlqrcn 



A guide for business 
start-up or growth. 

THE COMPLETE BOOK 
OF BUSINESS PLANS 

Now you can use a proven 
system that will help your plan- 
ning process, identify cash needs, 
obtain financing, forecast and 
explore alternatives, and evaluate 
your future. Includes 12 actual 
working business plans. 

328-page hardcover book. 

$29.95 

plus S4.(K) s/h 



Nation'sBusiness 



® 



Mail To: Nation's Business, Circulation Dept., 1615 H St. N.W.. Washington. D C 20062-2000 



ORDER TOLL-FREE: 1-800 479-4530 

1-202-463-5641 



OR FAX: 



Method of Payment 

□ Check or Money Order Enclosed 

□ Bill my Credit Card: 

□ VISA j MasterCard □ American Express 

Card # 



Exp. Date 
Signature 



Ship To 



Name 



Company 



Address 



City 



State 



Order Form 



Zip 



Ql Y 


\ AMI Ol PRODUCT 


UNIT 
PRICE 


S/H 
COST 


TOTAL 
PRICE ] 




Finance for Nonfinancial Professionals 


$249.95 


$6.00 






Up Your ( ash Flow □ DOS 5-1/4 □ 3-1/2 1 


189.95 


$6.00 






Cash 1 low Problem Solver 1 


$.*2.95 


$4.00 






Financing Sources Databank 

□ DOS 5-1/4 □ 3-1/2 


$1 W.OO 


$6.00 






Bi/PlanBuilder 

□ DOS 5-1/4 □ 3-1/2 □ Windows 3-1/2 □ MAC 


$99.00 


$6.00 






Guide to Small Business Accounting 
Software □ dos 5-1/4 □ 3-1/2 


$99.95 


16.00 






Employee Appraiser □ windows 3-1/2 


$99.95 


$6.00 




LETTERWORKS/K 1 A 1 >YW( >RKS SOFTWARE: 




Sales 

[ □ DOS 5-1/4 □ 3-1/2 □ WINDOWS 3-1/2 DMAC 


$79.95 


$6.00 






legal 

□ DOS 5-1/4 □ 3-1/2 □ WINDOWS 3-1/2 □ MAC i 


$79.95 


$6.00 





QTY 


\ AMI Ol PRODUCT 


UNIT 
PRICE j 


S/H 
( OSI 


TOTAL 
PRK 1 




Business 

□ DOS 5-1/4 □ 3-1/2 □ WINDOWS 3-1/2 □ MAC 


$79.95 


$6.00 






Personnel 

□ DOS 5-1/4 □ 3-1/2 □ WINDOWS 3-1/2 □ MAC 


$1 19.95 


$6.00 






The Power of Customer Service 


$99.95 


$6.00 






5o Ways to Keep Your Customers 


$99.95 


$6.00 






How to Make Winning Presentations 


$99.95 


$6.00 






How to Hold Successful Meetings ' 


$99.95 


$6.00 






How Bmers I ike to be Sold 


$179.95 


$6.00 






Small Business Surv ival duicie 


$29.95 


$4.00 






Complete Book ot Business Plans 


$29.95 


$4.00 




Orders outside SUBTOTAL 
Canada add$25.00 CA & D C SALES TAX 

[)er product tor totai 
shipping hciruilmi;. 





















Your Order is 100% SATISFACTION GUARANTEED or Your Money Back! 
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Small Business Financial Adviser 



Merchants f ru electronic cash; buu-sell aarecmcuts that dinhic 
the alternative minimum tax; advice on bond funds. 



It Pays To Know The Value Of Your Business 



//// M 



ill 



/ 




onsidcr how Clan - Tru 
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k Once, 
ish faril- 
without 
he hired 
\nother 



i 



i 



mt his w< 

to estimate a car-^ 
_ ity^s weekly receip 
the owner's knowledge 
students to count cars 
tune, to put a v 

lor. he obtained mpies of subpoe- 
naed records that would show how 
main |x>und> ol flour the business 
used each week, enabling hun to 
estimate ho\s many pizzas it sold. 
Or take Kalman Barson. He 

sometimes poses as a customer 
in retail establishment - >o he 

can watch the traffic flow and 
note how much custon 

for a sandw u li. or a l>eer. or a hair- 
cut. He reads a doctors appoint- 
ment hook — obtained by a plain- 
tiffs lawyer — as "a road map to 

figuring out what t he d< * tor s real 

income is." 

In his search for hidden income, 
K arson also ferrets out perks that 
small-business owners accord 
themselves. For example, an 

o\s ner might t ake a vacat ion 
where his trade organization is 
having an annual meeting and "convert 
the vacation int 
can deduct the whole thing/* Barson says. 
If their tactics led vou to assume that 

Trugman and Barson are Internal 
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ou re w rong, 
based in New 



Jersey, Trugman in Morris Plains and 
Barson in Bridgewater. And their busi- 
ness-appraisal methods should jar any 

not had i 



i j 1 1 



i 



small -busineaB owner w h< 
formal valuation done. 

Business valuations are critical for a 
number of purposes, including mergers, 
estate planning, divorce, setting up em- 
ployee-compensation programs, buy/sell 
agreements, and insurance claims. 

If your valuation is not accurate, you 
could be in store for a costly surprise For 
example, in Trugman s first valuation 
assignment, in 1984, he was asked by 
a lawyer in a divorce case to look for 
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The IKS Sa\ s Your 

Business Is Worth... 

. Whatever You 
Sav It Is. 
.The Value Of All 
Fixed Assets. 
. Fair Market 

Value. 

Twice Annual 
Gross Earn in* 



s. 



unreported income. He found $9-1 .000. 
And that was In-fore he had any training 
in the field. 

A business owner could hardly expect a 
lcss-dili<'ent effort hv the IKS. There has 
been much publicity about the trillions of 
dollars accumulated by the generation of 
Americans who began building their ca 
reers and businesses in the period of pros- 
perity following World War II Up to $10 
trillion will pass from these Americans U) 
their children, and much of it is held in 
familv businesses. 

The IRS has heard the good news, too, 
and is anticipating all the estate taxes 
that will be due on this accumulated 
wealth. 

Further, the agency has already geared 




up foi audits ol small businesses 
through it*- Market Segment 
Specialization program, which 
train- auditors to scrutinize partic- 
ulai indu>tr> segments (See "New 
IKS Audits Moan Business/' April 
1995, I 'age 02 i 

Tnder t he program, begun in 
December, industry specialists are 
searching for unreported incniiH 1 in 

businesses m KM) industries, w ith 

an audit guide for each industry 
Consider the case of l ord 

Storage & Moving Co.. in Omaha. 
Neb When entrepreneur Ka\ Kurd 
dud in 1988, his estate claimed 
that his equit\ in the compan\ was 

worth $994,(MM) The IKS put it at 
Jhz..) million. 

This pa-t May. after a seven- 
year |f gal battle h\ Fords estate, 
an appeals court upheld the I S. 
Tax ( null's decision that Fords eq 
uit \ w a - wort h o\ er $2 mi I lion 
'The kirN ended up with a 

$500,000 tax liability/ says 

Kdward Ma/za of White Nagle 

yMa/za I ii(, a ( 'leveland based 
business-valuat ion and mvest- 
rnent hanking firm 

Hut t h< miscalculation of how 

much the busmen was worth isn't un- 
usual On average, the IKS finds bun 
no-»e- to \h- worth 150 perc ent more than 
the value 1 retried by the taxpayer. Ma/za 



That's because rno>t business owners 
use a variety of formulas or rule- of 



thumb that don't pa>s muster with the 

IKS, such as book value — which is a I 

most alway- lower than market value 
IKS regulation- make it clear that a busi- 
ness must be valued at "fair mar ket 
value, n arrived at in an "arm's-length 
transaction." which means looking at Uith 
the financial particulars of a company and 

the industry in which it doe- busmen. 

What it boils down to is that your- busi- 
ness should be appraised by an indepen- 
dent appraiser. 
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Chicago and the Arthur Andersen Center 
for Family Business in Houston found 
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that just 18 percent of the nearly 4,000 
businesses that responded had official ap- 
praisals. 

The IRS has turned up the heat on this 
issue in the past decade, according to 
Trugman, who is the author of 
Conducting a Valuation of a Closely Held 
Business, a training guide written for the 
American Institute of Certified Public 
Accountants. 

The IRS bases its actions on Revenue 
Ruling 59-60, issued in 1959 and still the 
most important ruling on the subject of 
valuation. 

The rule says a business must be val- 
ued at fair market value, and it defines 
that as "the amount at which the property 
would change hands between a willing 
buyer and a willing seller when the for- 
mer is not under any compulsion to buy 
and the latter is not under any compul- 
sion to sell, both having reasonable knowl- 
edge of the relevant facts/' 

An IRS rule change in October 1990 
added "arms-length transaction" to the 
definition. 

Mazzas appraisers determine the histor- 



ical earnings stream of the business being 
valued and then look at other companies 
in the same business. u We look at the in- 
dustiy the company is in, at their competi- 
tors, and publicly traded companies to ar- 
rive at an earnings multiple," he says. 

How do you find a qualified appraiser? 
Although Tmgman is a CPA, he says that 
an accounting background is not adequate 
by itself for a business appraiser. Experts 
say two designations are meaningful in 
judging an appraiser. 

One is the ASA, signifying membership 
in the American Society of Appraisers, in 
Washington, D.C. The organization fo- 
cuses on midsize to large companies that 
might need valuations for mergers or ac- 
quisitions, Tmgman says. 

The second is the certified business ap- 
praiser (CBA) designation issued by the 
Institute of Business Appraisers < IBA», in 
Bovnton Beach, Fla. The IBA focuses 

%/ r 

mainly on small, closely held businesses. 

Tmgman holds both designations and is 
chairman of the ethics committee for the 
IBA. "These two organizations have done 
all the training and developed all the edu- 



cation materials in this industry," Mazza 
says. 'They are the leaders unequivocally. 
It would be enough to know that the ap- 
praiser you are dealing with has one of 
these designations." 

Mazza says an appraisal costs any- 
where from $3,000 to $30,000, depending 
on the size of the company and the com- 
plexity of the business. He recommends 
updates at least every three years. 

Trugman accepts work only on an 
hourly basis because "I never know if it 
will take me 25 hours or 105 hours," he 
says. He considers 25 hours a minimum. 

"It is going to cost a little more time and 
a little more money to position your busi- 
ness in a way that is acceptable to the 
IRS," Mazza says. "But the IRS doesn't 
take any captives. There's a tremendous 
amount of wealth changing hands, and 
they want to get their share of it." ■ 

Mary Rntrhnul is on i it rest ment and 

personal -ft nance writer in Neic York 

City a nd author of A Commonsense 
Guide To Mutual Funds, a booh' to be 
published in May by Hloombery Press. 



BANKING 

Electronic Cash Cards 
Planned For Olympics 

When Olympic athletes face off in the 
Summer Games beginning in July in 
Atlanta, merchants and three major 
banks will also be "going for the gold." 

Working in alliance with Visa 
International, the banks — First Union, 
NationsBank, and Wachovia — will issue 4 
million to 6 million stored- 
value cash cards to be used 
in lieu of coins and bills 
by an estimated 4 
million consumers 
in the Atlanta 
area. 

Each card con- 
tains a memory 
chip programmed 
with Electronic 
cash." Consumers 
will buy cards 
at face-value 
amounts of $10, 
$20, $50, or $100 ; 
and will pay no 
additional fee. 

Cards will be accepted at more than 
5,000 outlets in the Atlanta area, includ- 
ing fast-food restaurants, coin-operated 
laundries, convenience stores, cinemas, 
and vending machines. 

"We've already started using [the 
cards)," says Kevin Williams, owner-oper- 




ator of a Chic-fil-A franchise restaurant. 
"The faster transaction time is speeding 
up customer lines so we can handle more 
volume and at the same time reduce our 
cash-management costs and pilferage 
risks." 

For the merchant, there's no risk of 
being stuck with a fraudulent transaction 
because chip cards (as opposed to mag- 
netic-stripe credit cards) are virtually im- 
possible to counterfeit, according to the 
banks issuing them. But for the consumer, 

cash cards are just that — cash. 
If they're lost or stolen, you're 
out the amount that hasn't 
been spent. 

Williams' restaurant 
has installed small elec- 
tronic-transaction boxes 
by each cash regis- 
ter. To pay for an 
■ order, a cus- 
f tomer inserts a 
cash card into the 
w box, which reads the 
card's balance and dis- 
plays the figure — along 
with the price of the 
meal — on a screen. 
When the customer 
pushes a button to ap- 
prove the transaction, the "money" elec- 
tronically leaves the card and is stored as 
a record in the electronic box for eventual 
transfer to the restaurant's bank account. 

The participating banks are competing 
to sign up merchant locations by offering 



discount deals on leasing or purchasing 
the equipment needed to handle the cash 
cards. Madeline Leonard, owner of Henri's 
Bakery, a breakfast and lunch spot, says 
her bank "made us a very good offer so we 
could try it out." 

Banks charge merchants a processing 
fee on cash-card transactions, ranging 
from 2.5 to 4 percent of each transac- 
tion — roughly the same as processing fees 
for credit-card transactions. 

Merchants have been willing to pay 
transaction fees, participating bankers 
say, because the system reduces busi- 
nesses' cash-management costs and risks 
while attracting customers. 

In April, First Union will introduce an- 
other card that bank customers can use in 
automated-teller machines to transfer 
money from their checking accounts in 
order to reload the cash-value memory 
chip. "Later in the year," says Edgar 
Brown, a senior vice president with First 
Union, "we will be rolling out a card that 
can be used three ways: for cash expendi- 
tures, ATM operations, and credit-card 

transactions." 

Brown and other bankers predict that 
the money cards will be in use nationwide 
within three to four years. After Atlanta, 
the cards will appear in metropolitan 
areas including Washington, New York, 
Philadelphia, and San Francisco. 

— Peter Weaver 

The author is a personal-finance ivriter 
in Bethesdcu Md 
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ESTATE PLANNING 

A New Wrinkle In Selling 
Stock To Your Children 

If you are considering selling your pri- 
vately held firm's stock to your children, a 
1994 Internal Revenue Service ruling 
may alter your plans. 

Over the years, the IRS has re- 
quired owners who transfer stock to 
heirs to set a fair market price hased 
on a hypothetical willing seller 
and willing buyer. Estate 
planners, however, have 
typically advised their , 
small-business clients ' 
that thev are free to sell J 
stock at a discount to fj 
family members. Why? 4\ 
Because, according to 
planners, a fractional \ 
share of a business is 
worth less than 100 per- 
cent of the business, espe- 
cially when the fractional 
shares owned by an indi- 
vidual family member do i 
not constitute a controlling 

interest \ 

The IRS has long recognized 
TAXES 

Tax Planning For 
Buy-Sell Agreements 

Every closely held corporation with more 
than one stockholder should have a buy- 
sell agreement. Typically, such an agree- 
ment provides for the surviving owners of 
the corporation to buy the shares of a 
stockholder in the event of his death. It 
might also provide for the purchase of the 
shares of a disabled or retired stock- 
holder. 

Because there usuallv is no market for 
the stock interest of a deceased stock- 
holder in a closely held corporation, the 
buy-sell agreement provides a market for 
those shares and liquidity for the de- 
ceased shareholder's estate. 

It also provides continuity of manage- 
ment by requiring the estate of a de- 
ceased owner to sell the decedent's inter- 
est in the business to the corporation or to 
the surviving owners. 

Traditionally, buy-sell agreements have 
been structured as corporate stock 
redemptions so that the corporation 
would be required to purchase the shares 
of the deceased stockholder. Under such 

an arrangement, the corporation would 
usually purchase life insurance on each 
stockholder to fund the purchase of 




stock discounts in transactions involving 
family members. However, the IRS deter- 
mined in September 1994 that fractional 
interests that can be combined into a con- 
trolling interest do not qualify for the 
usual discount. This determination was 
made in a private-letter ruling, which 
does not cany the weight of law. Such rul- 
ings apply only to specific cases, but finan- 
cial professionals take them seriously 
when advising clients. 

In the ruling, the business owner in 
question had planned to sell a 90 
percent stake in his corporation 
in 30 percent chunks to each 
of his three children. He 
planned to keep 5 percent, 
with his wife receiving the 
same. Each of the 30 per- 
cent blocks was sold to the 
children at a 25 percent 
discount characterized 
as a "discount for minor- 
ity interest and mar- 
ketability." 

The IRS ruling stated 
that in determining the 

fair market value of 

the 30 percent blocks 

of stock, the "swing 
vote" attributes of 





each block should have been taken into 
consideration. In other words, if one 30 
percent owner joined with another 30 per- 
cent owner, the two could control the com- 
pany with a combined total of 60 percent 
of the stock. Hence, the IRS argued that 
the children got the stock too cheaply The 
discount that eventually was allowed was 
kept confidential. 

Amy Floyd, director of estate and suc- 
cession planning at the Chicago office of 
the Ernst & Young accounting and con- 
sulting firm, says the ruling created a 
dangerous estate-planning area for small- 
business owners. "What s tough about this 
is that its difficult to determine the value 
of a nonmarketable security,'' she says. "It 
becomes even tougher when you Ye trying 
to determine what the swing-vote value is 
worth." 

As for the size of an appropriate dis- 
count, Floyd says the IRS isn't going to be 
very helpful. The reason, she says, is that 
"the IRS always likes to take shots at us, 
and they like the rules to give them the 
power of interpretation. Unfortunately, 
valuation is an art, not a science." 

— Lisa Hoi ton 

The a /it ho i' is a personal '-finance writer 
for the Chicago Sun-Times. 







each ones shares upon his or her death. 

The traditional buy-sell agreement has 
been falling out of favor, however, because 
the life-insurance proceeds received by the 
c o rporation may now be subject to the al- 
ternative minimum tax _ 

(AMD in addition to the 

corporation's regular in- 
come-tax liability. 
The AMT has its 

most dramatic effect 

when a company is los- 
ing money and has no 
regular tax liability. 
Take, for example, a 
corporation that is oper- 
ating at a loss and 
receives $1 million of 
life-insurance proceeds 
upon the death of a 
stockholder. The corpo- 
ration could be subject 
to an AMT of up to 
$138,000 even though it 
mav have no regular in- 
come-tax liability. 

The AMT also applies in instances 
where the company is making money, but 
the amount of the tax is offset by the 
amount the company paid in regular cor- 
porate-income taxes. 

To avoid the AMT on life insurance, 
companies increasingly are structunng so- 




called cross-purchase agreements. Under a 
cross-purchase agreement, the remaining 
stockholders, not the corporation, purchase 
the shares of the deceased stockholder. 
The mechanics of a cross-purchase 

agreement can be complex. 

If, for example, there are 
five shareholders, each 
shareholder theoretically 
would be required to pur- 
chase life insurance on 
each of the other four 
shareholders, thus re- 
quiring 20 policies. 
As a practical matter, 
however, stockholders 
have recently turned to 
trusts or partnerships to 
hold one policy on the life 
of each stockholder, thus 
making it simpler to main- 
tain the policies. 

There are a number of 
other tax and nontax con- 
siderations in structuring 
a buy-sell agreement So it 
is always advisable to consult with your 
tax attorney when considering such an 
arrangement. 

—Albert 11 Ellentwck 





The author is counsel to the Washington 

D.C., laic Jinn of King A: Xordlinf/ei: 
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How To Invest Wisely In A Bond Fund 



By Ro miy Myers 

Re t i re d n e w spa p e r m ana g e r M i k e 
Middlesworth of Hilo, Hawaii, prizes 
safety in his investment portfolio. So its 
not surprising that he lias invested half of 
his retirement nest egg in bonds, which 
typically provide smaller returns than 
stocks but also earn less risk. 

What might surprise some investors is 
that Middlesworth has put the bulk of his 
fixed-income portfolio in mutual funds 
rather than individual bonds. 

Manv savvv investors disdain bond 
funds because they lack one of the key 
features that make bonds distinctly differ- 
ent from, and generally safer than, stocks 
in the first place: the promise that they 
will pay a specified rate of interest and 
will be worth precisely what you paid for 
them when they mature (assuming the is- 
suer doesn't default I. 

Investors who prefer U.S. Treasury 
bonds particularly dislike bond funds be- 
cause their operating expenses chew up 
part of the interest income that bonds 
generate. (You can buy Treasury bonds di- 
rectly from any of the Federal Reserve's 
12 banks or two dozen branches through- 
out the country without paying any fees.) 

The average bond fund, in addition to 
being saddled with operating expenses, 
holds a constantly changing collection of 
securities that together provide neither a 
fixed vield nor a fixed maturity date. That 
means there's no precise way to predict 
what your shares will be worth after a 
specified period of time or how much in- 
terest your fund will generate. 

Results can vary dramatically. In 1994, 
one of the worst years for bonds, the aver- 
age domestic bond fund posted a loss of 
3.26 percent as interest rates rose. <Bond 
prices fall when interest rates rise. ) Last 
year, as interest rates declined, the aver- 
age fund gained 15.22 percent. This year, 
economists expect interest rates to be sta- 
ble to slightly lower, meaning bond funds 
most likely will post moderate gains at 
best. 

Despite their drawbacks, bond funds 
appeal to Middlesworth and many other 
investors, who together hold about $600 
billion in more than 3,000 bond funds, ac- 
cording to Morningstar Inc., a Chicago- 
based research firm. 

U I don't w ant to have to deal with indi- 
vidual bonds/' says Middlesworth, echoing 
a common theme. u Creating a laddered 
portfolio of bonds," or bonds with succes- 
sively longer expiration dates in order to 
diversify exposure to interest-rate 



changes, "is more work than I want to do. 
I may give up a little yield, but my fund 
company does all the work for mo." 

[f you W interested in finding a bond 
fund for your portfolio, start by assessing 
the different types of bonds in which 
funds can invest. Bonds vary principally 
by the length of time until maturity and 
by the type of issuer. 

Longer-term bonds react with more 
volatility to interest-rate changes than do 
shorter-term issues, so they're considered 
more risky. U.S. Treasury bonds carry less 
risk than those issued by corporations and 
municipal governments because they are 



Five Top-Performing BoM Fends 

Each of the following funds ranked first in total return performance 
within its fund type for the five years ended Nov. 30, 1995. 




Fund Type 


Fund Name 


Total Return 
Over Five Years 


Government, General 


Fidelity Spartan L-T Govt.* 


£ 10 91% 


Government, Treasury 


Vanguard Fixed/Income L-T Corp.* 


12.09 


Corporate, General 


Federated Bond Fund— Fortress 


1730 


Corporate, High Quality 


Vanguard Fixed/Income L-T Corp.* 


12.71 


Muni National 


Smith Barney Managed Munis A 


10.57 


* No-Load 


SOURCE MORNINGSTAR INC 



backed by the full faith of the U.S. govern- 
ment. 

The longer a bond's term, and the 
weaker the financial strength of the is- 
suer, the higher the rate of interest the 
bond must pay to attract investors. 

Once you understand how bonds work, 
you can pick a fund whose investment 
style is suited to your objectives and your 
tolerance for risk. If you're an aggressive, 
long-term investor seeking to build wealth, 
you may want a fund that specializes in 
long-term securities, perhaps corporate 
bonds. If you're more averse to risk, choose 
a fund that invests in long-term Treasuries 
or intermediate-term issues. 

If your investment goals are short- 
term — perhaps you're saving for a new 
car or a down payment on a house, or 
merely want to generate a steady in- 
come stream — stick to shorter-term bond 
funds that won't be buffeted as badly by 
interest-rate changes. 

In addition to weighing your investment 
goals and tolerance for risk, evaluate your 
tax position if you are investing outside a 
tax-deferred retirement account. 



If you are in a high income-tax bracket, 
consider a fund that invests only in mu- 
nicipal bonds. Although municipal-bond 
funds pay less interest than taxable 
bonds, your net return could be higher. 
This is because the interest income on 
these bonds will be exempt from federal 
income taxes. If the fund invests only in 
muni bonds issued in your state, you will 
be exempt f rom state taxes, too. 

Once you have decided what type of 
fund you want, shop carefully. Unlike 
money-market funds, whose performance 
can be judged primarily by the rate of in- 
terest they're paying, bond funds must be 

evaluated based 
on their total re- 
turn — yield plus 
price apprecia- 
tion. Look for a 
fund with a re- 
spectable total- 
return record 
and low operat- 
ing expenses. 
More than any- 
thing else, low 
expenses are 
what make a 
bond fund a top 
performer in its 

category. "Bonds 
are almost like 
commodities, so 
the amount of 
fees you pay can really lower your return," 
explains Mary Merrill, a financial adviser 
in Madison, Wis. 

Merrill and other investment advisers 
widely credit the Vanguard Group for of- 
fering bond funds with the lowest expense 
ratios in the industry — an average of 0.22 
percent of assets as of Nov. 30, compared 
with 1.0 percent for all bond funds. 

In line with your search for low ex- 
penses, choose a no-load fund (one that 
charges no upfront sales fee ) over a load 
fund (w r hich does charge such a fee), pro- 
vided other aspects of the funds are equal. 

The key is to find a low-cost fund with a 
solid track record established by its cur- 
rent manager and an investment style 
that matches your objectives and toler- 
ance for risk. If you succeed in this search, 
you'll enjoy most of the returns you'd 
get from individual bonds without devot- 
ing the time or resources necessary to 
build a diversified portfolio of bonds on 
your own. N* 

Randy Myers is a financial writer in 

Dover Pa. 
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♦How To Write A Business Plan (#8933) 
♦Put Your Purpose In Writing (#8993) 
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♦SWITCHING TO 

SELF-INSURANCE #9103 

Small firms may cut costs by pa\ing employees' 
health claims directly, but they should be 
mindful of the risks. (Page 16) 

♦CLOSING THE SKILLS GAP #9104 

For small and midsize companies, the challenge 
Is to customize solutions to a broad problem. 
(Page 26) 

♦HOW ADVISERS ( AN 

HELP YOU GROW #9105 

A board of directors can help a company 
broaden its decision-making expertise and 
generate more business. (Page 47) 

♦MANAGING SALES 

WITH SOFTWARE #9106 

Sales-automation programs can help a firm 
focus its efforts to increase business. (Page 29) 
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Earn The Living \ou ve 
Dreamed Of... 
Right in \our Own 
Dream Housel 



Live in a stunning Eagle s Nest home with 
design features not found elsewhere at 
twice the price. 

Models as low as $17 per sq. ft. 




Earn $5,000 to $15,000 per home... 

• Quality 

• Design 

• Keep Present Employment 

All you need to get started is a $5,000 
house deposit for your own business 
or private use. 

For a FREE full color brochure: 

Call Mr Nations at 1-800-579-1079 (24 hrs ) 
Fax: (770) 720-7605. or write 

Eagle s Nest Homes, Inc. 
205 Eagles s Nest Drive 
Canton, GA 30114-7972 
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Call mailbox 
manufacturer 
for free 



catalog and 
information 
on adding 
mailboxes to 
your present 
business 
or starting your 
own Private 
Postal Center 



FREE CATALOG 



Call 24 hrs. 

(800)323-3003 (213)232-6181 fax (213) 232-7021 




INDUSTRIES 



People Committed to Quality 



1936 



1010 East 62nd Street, Los Angeles, CA 90001 



A World Of Opportunity 



Awaits 



There is a world of opportunity waiting for you at 
Jani-King. Jani-King is the largest commercial 
cleaning franchisor in the world and is backed with 
twenty-five years of experience. Jani-King 
provides professional training, start-up contracts, 
equipment leasing, insurance and much more. 
Franchise opportunities range from $6,500 to 
$14,000+, depending on area purchased. Call now 
and join the best in the business. 



♦ ♦ ♦ 




(800) 552-5264 

C Jani-King International, lnc 1994 
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Earn $4,000 Per Month 
From Your Home With 
A Computer 



Begin part-time and still retain the 
security of your present position. This 
is a proven business an individual or 
couple can run. If you purchase our soft- 
ware and business program, you will 
receive the computer and printer at no 
extra cost. It you already own a comput- 
er, you may receive a discount. You do 
not need to own, or know how to run, a 
computer - we will provide tree, home 
office training, financing av ailable. 

Learn how other COUpks and individual^ like your- 
self arc building lifetime incomes! 

f To receive your free cassettes and 
color literature, call toll-free: 




Get 
this 486 
computer 
and printer! 








1-800 
343-8014, 



ext. 2233 



Or Write: 
Computer Business Services, Inc., 

CBSI ria/a,Ste. 2233 
Sheridan, Indiana 4h0hM 



with 
a 



Winner! 

• Nation's Business Magazine 

• U.S. Chamber of Commerce 

• Connecticut Mutual Life 
Insurance Company 

Awarded CBSI with the 
prestigious Blue Chip Enterprise 
Initiative Award for outstanding 
achievement! 



A 




Find Lost Money in Dumpsters! 



CLASSIFIED RATES AND INFORMATION 



To place a classified ad CALL TOLL 
FREE. 800-424-6746 (in Washington, 
DC call 463-5640) Fax: 202-463-3102 
or write Nation's Business Classified, 
PO Box 1200, Washington, DC 
20013. Closing date for advertising is 
five weeks preceding date of issue. 
Rates are based on frequency at a 
per line per insert cost as follows: 

1x 2x 3x 6x 12x — frequency 
$69 $65 $60 $53 $38 — line rate 
$960 $900 $835 $730 $510 — per inch display 

Ad mimmums solid set, 3 lines, 

display 1 inch. ; 

How To Reply To Box Numbers 

Box (number in ad). 
Nation's Business Classified, 
PO Box 1200, Washington. DC 20013. 



AUTOMOTIVE 



CORVETTES '53- 93 Well over 100 in one location Free 
Catalog ProTeam. Box 606 Napoleon. OH 43545 Ph 
419-592-5086 FAX 419-592-4242 Corvettes Wanted 



BOOKS/PUBLICATIONS 



FINALLY, a newsletter that gives you tommorrow's secrets 
today' The ORG Trendletter covers it all Sample $4, 6-issues 
$19 ORG. PO Box 30845-A3 Santa Barbara. CA 93130 



STEEL BUILDINGS From HERITAGE delivered to your jobsite 
ready to bolt together 5000 sizes, build it yourself and SAVE 
Call with your building size 1-800-643-5555 Heritage Building 
Systems. POB 470. N Little Rock, AR 72115-0470 

FACTORY DIRECT. TOP QUALITY, STEEL BUILDINGS & 
SAVE COMMERCIAL. FARM ETC . EASY CONSTRUCTION, 
COMPUTER DESIGNED. GUARANTEED FOR QUOTE - 
1-800-494-2323. 



ARE YOU COVERED !!! 




STEEL 
BLOGS 




The Perfect Ft «i ■ I c 1 1 n C) 
While Supplies Last III 

Buy factory Direct: 25 X 42 • 30 X 68 
Build it yourself !!! 40 X 124*50 X 180 

CALL TODAY 

800-888-4606 




BUSINESS FINANCING 



ACCOUNTS RECEIVABLE FINANCING to $2,000,000 Direct 
lender with offices nationwide Call AeroFund Financial 
Approvals by phone 1-800-747-4AFI(4234) 

BILLIONS OF DOLLARS AVAILABLE' 
FREE GOVERNMENT GRANTS. LOANS AND MORE 
CALL (24 HRS) 1-(619) 599-3502 

LOOKING FOR INVESTORS'? TCN introduces accredited 
investors to entrepreneurs based on mutual business inter- 
ests The Capital Network 512-305-0826 



BUSINESS FINANCING 



FINANCIAL CORPORATION EXPANDING NATIONWIDE- 
BRANCH opportunity Experience unnecessary Mortgage 
Brokerage. Property Acquistions Representatives needed 
1-800-989-0151 

EQUIPMENT FINANCING ' PHONE-A-LEASE % $5-$75,000 * 
NO FINANCIALS REQUIRED * PHONES/COMPUTERS/ 
VOICE MAIL/FURNITURE # ADIRONDACK LEASING * 800- 

678-7342.. . 




Now small businesses can raise $1 million equity 
capital & go public under new SKC SCOR rules. 
DataMerge's SCOR Kit can help you your clients 
find investors & get capitalized today. 

FRKK INK) I \\l 1)800-580-1188 



BUSINESS OPPORTUNITIES 



RELOCATABLE BUSINESSES 
Acquire established, going businesses you can relocate to 
your area Mail order publishing, distribution, other movable 
businesses that are for sale For a free sample, detailed report 
on these businesses in the Relocatable Business newsletter, 
write Business Listing Service. Box 1248-NB, Highland Park, 
IL 60035. or call (800) 448-8567 

CONSULTANTS Conduct popular professional seminars 
Natl Qualification Training Free info Carlson Learning/ 
Performax Field Mgr. Ins Randall 1-800-945-9140 NYC 

HUGE PROFIT POTENTIAL selling custom designed metal/ 
embroidered emblems Quick delivery Daisy-NB. PO Box 
6-65, Taipei. Taiwan. ROC Fax 01 1-886-2-367-6445 

HOME IMPORT MAIL ORDER BUSINESS Start 

without capital FREE REPORT Mellmger. 
Dept A1553. Woodland Hills, California 91367 

LET THE GOVERNMENT FINANCE your small business 
Grants/loans to $800,000 00 Free recorded message 707- 
449-8600 (HS2) 

ACQUIRE MY LIFETIME SELLING SECRETS 1-900-226- 
SELL $9 95 for each week's new selling secret 1 8+ Business 
Secrets Limited. Scottsdale, AZ 1-602-817-0069 



make extra $375 weekly (sparetime) with my workbench 
You can too' Free Report tells how OwenPub/NB, Battle 
Ground, Washington 98604-0010 

MANUFACTURER VINYL WINDOWS WHOLESALE - DIS- 
TRIBUTORS NEEDED Strong company training, marketing 
and support Net Income $160.000/yr 1-800-739-7735 

FREE REPORT' 1 1 Cash in on the 
Information Superhighway' 
Call our 24-hour hotline at (407) 245-9176 

I have built a successful business by sharing it with others 
Find out how you can do the same For more info call Watkms 
Independent Director EFM 1-800-659-5940 

CAPITALIZE ON CRIME' Earn amazing profits on full line of 
crime prevention products that sell like crazy' Free wholesale 
catalog 800-735-1797, POB 10154. #NB. Yakima. WA 98909 

FREE REPORT' DISCOVER MLM INSIDE SECRETS' 

Earn residual income' Upline system, The Powerful KISS m ! 

Results for newcomers, part-timers' Call 800-803-4151 24hrs 

PERSONAL COMPUTER OWNERS CAN EARN $1000 to 
$5000 monthly offering simple services Free list of 100 
services C C B A B Box 13168 Mill Creek. WA 98082-1 168 

MAKE MONEY WITH FOREIGN INVESTORS Top finder s fees 
paid Dept396nb1 THE GLOBAL EXCHANGE 419 N Newport 
Blvd . Ste B . Newport Beach. CA 92663-4271 (714) 722-9260 

EMPIRE BUSINESS BROKERS, expanding, sell existing busi- 
nesses/franchises/loans Currently 45 offices strong Potentially 
earn $100K $8900 needed, full training 716-677-5229 



Join us and make big money finding huge overcharges in the 
growing solid waste disposal bills of companies across the U S 

Our team of 1 0-year everts provide 2 days of hands on training, 
marketing materials, software, and 2 years support Only $1995! 

Call now for free info kit! 1-800-650-5225 



#1 MONEY MAKER Spare Time" No selling' No inventory' 
Publicly documented seven week $19,919 income' Free 
aud/o cassette and Report reveal everything Real Money. 
333-NB36 SW 5th Street, Grants Pass, OR 97526 

FREE FREE FREE 
MAKE OVER $100,000 a year m network marketing Amazing 
10 Step Fact Filled Report shows you how GUARANTEED' 

CALL NOW 1-800-656-6397, Ext 70 

MONEY MAKING MACHINE' Curbmate machine installs be.n /liful 
concrete lawn edging Customers love this new product Amazing 
profits from this simple cash business 801-262-7509. 

MAKE YOUR DREAM COME TRUE EARN $75,000 YEARLY 
REPAIRING. NOT REPLACING, Small Cracks in Windshields. 
TOLL FREE 1-800-826-8523 (US/Canada) or write GU\SS 
MECHANIX, 4555 NW 103 Ave, Ft Lauderdale. FL 33351 

$333 00 MAILBOX CASH EVERYDAY?" Legal, ethical, excit- 
ing, fun' No MLM. chains, pyramids or nonsense'34 year 
track record' Buy nothing else' Internationally, millions paid 
$17 00 - you pay only $5 00' (No checks) DAX Personal 
Success™. Dept 446532, Williamston. Ml 48895-0014 



THOUSANDS OF BUSINESSES 
1996 Franchise Annual Directory includes over 4,200 listings' 
Explains how to investigate 534 new listings' When you buy a 
franchise, you buy risk-reduction ' $39 95 inclusive Money 
Back Guarantee INFO FRANCHISE NEWS. 728A Center St . 
Lewiston. NY 14092 VISA/MC 716-754-4669. 

RHINO LININGS has been called the most real business 
opportunity' available to entrepreneurs and existing busi- 
nesses Authorized dealers sell a thick sprayed-on polyure- 
thane lining for the strong and growing pickup truck market 
and hundreds of other applications Over 200 dealerships 
worldwide Protected territory, thorough training, and ongo- 
ing technical and marketing support Dealerships from 
$27,000 For free information and a product sample, call 
toll-free 1-800-447-1471 

SALESMEN' THE PERFECT BUSINESS OPPORTUNITY 
Own your own risk free business No investment No franchise 
or other fees No territory restrictions No quotas or reports 
No inventory, collection, billing, delivering, credit risks or 
sales tax reporting We do all that for you. allowing you to sell 
part-time while you earn a full time income Become a 
professsional in your own business to business self-owned 
dealership in the $17 billion dollar Specialty Advertising 
industry Sell right where you live small town or big city For 
free comprehensive prospectus call Gregg Emmer, Fred 
Albrecht or Kurt Kaeser 1-800-642-9790 or write Kaeser & 
Blair, Dept N-036. 4236 Gnssom Drive, Batavia. OH 45103 



BUSINESS SERVICES 



MARKETERS/MEETING PROS/TRAINERS/SPEAKERS/Asso- 
ciations/Corporation Managers AIMS will enhance your 
business CALL 216-556-ASSK (2775) or 216-670-5838 

NATIONAL TELEVISION MARKETING 
Market your product or service on TV Affordable Turn-Key or 
Joint -Venture Options 800-215-9987 

Will convert up to 500 words to HTML document suitable for 
use as Internet World Wide Web page Only $25 Intercomp. 
Box 6514. Del Ray. FL 33482 mtrcomp@aol com 

YOUR COMPANY LOGO IN BRASS 
Impressive wall logos of brass, chrome, or other cost effective 
finishes Free estimates METAL LOGOS. INC 

800-846-LOGO(5646) Fax 402-339-231 1 
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PROBLEM? 
WORKER'S COMP 



NORTH ATLANTIC 
CONSULTANTS GROUP INC . 

Introducing a Unique Solution 

for Worker's Compensation 
for Large and Small Companies. 
Offices Coast to Coast. 

Call for Free Information: 
(214)599-0493 Fax (214)599-0498 



BUSINESS SOFTWARE 
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BUY IT WHOLESALE 
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SALE SOURCES-Direct Factory Suppliers 29 430 
II, Mexican & Omental products All types no retail 
restco-NB63 668 Mam St Wilminoton MA 01887 



CALL CARDS/LONG DISTANCE 



I3*MIN OR LESS 800# OR LONG DISTANCE COAST TO 
>OAST No Fees. No Minimum No Contract Call Cards None 
ietter/P'oven Reliable F iber Optic/Diqital 800-564-4348 



Lowest Rates in USA for Domestic 800 and 
International Service No Minimum No Access Codes 
Digital Fiber Optic Network Details 800-286-6 11 5 



CARPET 



ARPET-VINYL -HARDWOOD- BRAIDED & CUSTOM RUGS- 
RIF NTALS Mill-direct. Look No Further Guar Lowest 



Warranties Free Quotes/samples 800-548 
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.REES AT HOME! 

Associate. Bache- 
Empnasis in Business Administration 
nal Business Human Resources MlS; 
Law Psychology Technology Manage- 



ment Southern California Univ 
1840 E 17 St-NA. Santa Ana C 
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a) Studies 



JNIVERSITY DEGREES No Classroom Attenoance Super ic 
Quality Programs Widely recognized and accepted Person- 
alized inoiviouai Anention P'ev»ous schooling and experi- 
ence may Qualify you for minimum study requirements Same 
day response CALL 1-800-433-5923 or Fax your res 
1-504-468-3213 

SOUTHWEST UNIVERSITY 
2200 Veterans Bouieva'd Kenner Louisiana 70062 
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EMPLOYMENT 



EXCELLENT E/TRA INCOME 1 Assemble easy craft products at 
home Easy fun to do 1 Nation s most reputable program 
Guaranteed' For Info Call 1-800-377-6000. Ext 6560 



FRANCHISE OPPORTUNITIES/SERVICES 



FRANCHISE HOUR BUSINESS 
With the leading consulting firm in the country 
McGROW CONSULTING (800) 358-8011. 




CUSTOM STORAGE SYSTEMS 



C loset • ( 



• Home < Mtice • \ ntenamment C enter 



No. 1 rated in USA I arge exclusive ternt 
Complete training & on-going support. 

For info pkg call David Luuy. VP 
(310) 516 7000 r \\ '310) 53H 2676 




Franchise 

your business! 

Call fof information about "Franchise Your Business 

mars Of information on franchising 



Francorp 



1-800- FRANCHISE 
(1-800-372-6244) 
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LEGAL SERVICES 



ADEMARh SEARCHES $100 A^pi-cat'Or ^epa^aticn $2 
Located 30 minutes from US Patent & T'aoema* Office 
Attorney Jay Horowitz (800) 304-8266 



PATENT & T RADI 

nies nationwide 
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MAIL ORDER 
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TAILS Callor Write JAY'S UNlQUE-NB 577 Sour 
Manchester NH 03103-5825 603-623-9778. 



MILLIONAIRE Mai»o r oe r Exp( 
cets Free encitmg hour ca 
Sherman Rd Nd Hollywood, t 
http //www m powers com. 



Money-MaKing Se- 
tts Met van Powe f s 12015 
91605 (818)765-8618 




KETING 



NEED CASH' Could You Use A Constant St-eam Of New 
Clients' Free Report Reveals How Your Business Can Triple 
it s amount of New Clients 1 24hrs Free Recorded Message 
1-800-560-1788 



NEWSLETTERS 



EXCITING new profit producing small business newsletter 
i2mo. Subscription $14 95 Nat I Agsoc. Of Small Business 
Owners 27068 La Paz Ste 268 Laguna Hills CA 92656 



PREMIUMS ft INCENTIVE GIFTS 



Rideable Antioue Hi Wheel Bicycle Replicas Made in USA- 15 
Models 1817 to 1890 Museum Quality 1880 Hi Wheel 
catalog reprints 1950s Western Flyer Limited edition repli- 
cas Pedal cabs for tourist areas RBR 2329 Eagle Alameda 
Ca 94501 Tel. 510-769-0980 Fa* 510-521-7145 See our 
Nil Tnnncible Tandem in 'SHOWBOAT fcl NYC of S.ive' 
Galaxy Casino* In Reno. International orders welcomed 
OdtaloQ available 



STOCKS/INVESTMENTS 



240% RETURN 

FREE TRADING SIGNAL CURREN 
•CALL 800-708-0780* BU(: fl 



)-S& P 



LONDON FLATS 
HOLIDAY-BUSINESS Tl 
THE LONDON CONNt' 
801 -'393 9120 / FAX: 801-J 
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On Outsourcing 



Background: Companies are turning increasingly to outside contractors to 
perform some of the companies' functions, from administrative jobs such as 
handling the payroll to manufacturing or assembling all or part of their 
products. (See the December cover story, "Growing More By Doing Less.") 
These questions seek your views on such outsourcing. 

Results of this poll will be forwarded to administration officials and 
congressional leaders. Send the attached, postage-paid Reader Response 
Card. Or circle your answers and fax this page to (202) 463-5636. 



What percentage of your firm s 
activities is outsourced? 

1 . Zero 

2. No more than 10 percent 
3. 11 to 20 percent 

4. 21 to 30 percent 

5. More than 30 percent 



4 




How has outsourcing affected your 
firm? (You can check more than one ) 

1 . Lowered administrative costs 

2. Lowered costs of providing 
products/services 

3. Allowed the shifting of resources to 
business areas considered most 
important 

4. Helped increase revenue 

5. Had no measurable impact 



What kinds of activities do you 
outsource? (You can check more than 
one.) 

1 . Payroll/benefits administration 

2. Taxes/accounting/auditing 

3. Equipment maintenance/janitorial 
services 

4. Manufacturing/processing/assembling 

5. Marketing or sales 





Is your firm likely to outsource more 
functions? 

1. Yes 

2. No 

3. Unsure 



Why do you outsource? (You can check 
more than one.) 

1 . Reduces administrative costs 

2. Lack of in-house skills 

3. Gives managers more time to focus 
on products/services and business 
expansion 

4. Lowers costs of providing products or 
services 

5. Reduces need for further capital 
investments 




Are you considering bringing back in 
house any function now outsourced? 

1. Yes 

2. No 

3. Unsure 



Send Your Response Today! 



POLL RESULTS 



ADVERTISERS 



The following advertisers would like to 
send you free information about the 
products and services advertised in this 
month's Nation's Business. 



Headers views 
On Congress 



t a time when many public-opinion polls have been giving 

fnl Congress low rating nearly two out of three r< xmdents to 
■ a Nation's Business poll have given lawmakers above- 
average grades for their plan to streamline the government and 
balance the federal budget by 2002. 

Most readers who responded to "A Report Card On Congress," 
the January issues Where I Stand poll, also gave the 
Republican-led Congress above-average marks for efforts to 
reform the nations welfare system and to put the Medicare pro- 
gram on a sound financial footing. 

Most respondents also gave higher-than-average marks to the 
legislators for trying to fulfill the House Republicans' 1994 cam- 
paign document, the Contract With America. 
Here are the complete results of the survey: 



REPORT CARD 



A plan for streamlining government operations and 
balancing the federal budget by 2002 

A 40% B 24% C 1 0% D 1 2% F 1 4% 

Overhaul of the nation's welfare system, including work 
requirements, time limits on benefits, and greater control 
by states 

A 31% B 27% C 14% 0 15% F 13% 



Medicare reforms to avoid the program's bankruptcy, to 
limit spending growth, and to provide choices to senior 
citizens 

A 32% B 24% C 1 5% 0 1 5% F 1 4% 



Tax changes to stimulate economic growth, create jobs, 
and help working families 

A 25% B 20% C 21% D 18% F 16% • 



Regulatory changes to lessen intrusive, costly burdens on 
business 

A 22% B 22% C 23% D 1 8% F 1 5% 

Elimination of federal bureaucracies by shifting program 
responsibilities to states 

A 28% B 22% C 20% D 1 7% F 1 3% 



Reducing the total size and scope of the federal 
government 



A 25% 



B 18% 



C 18% D 19% F 20% 



Fulfilling the GOP s Contract With America 



A 32% B 24% C 1 8% 0 14% F 1 2% 




6 American Life 



41 Ascom Hasler Mailing Systems. Inc. 



37 Cessna Aircraft Co. 



31 Eagle's Nest Homes 



8 Jani-King International 



Please circle your selections 



Fill out this coupon 
if you fax your response. 
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Nation's Business. 1615 H Street N W 
Washington. D C 20062-2000 
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Direct Line 



Experts ansiver our readers' questions about 
starting and running their businesses. * 



By Laura M. Lit ran 



PURCHASING 



Do Yourself A Favor 

My company sells party favors to hotels 
and other outlets. I am interested in pur- 
chasing discontinued or excess merchan- 
dise. How do I make the right contacts? 
M.B., Jackson cille, Fla. 

It might be easiest for you to start within 
your industry, says Jerome Manning, pres- 
ident of Jerome J. Manning and Co. Inc., a 
Boston-based firm that handles business 
liquidations. 

Manning says manufacturers some- 
times have "overruns" — more of a product 
than customers demand — and will sell the 
excess items cheaply. Sometimes distribu- 
tors also find themselves with too much of 
an item and are willing to negotiate low 
prices with those prepared to buy in bulk. 
Manning says this might work best if you 
buy party favors associated with a holiday 
a month or so after the holiday has passed. 
For example, you might find good deals on 
Valentines Day favors soon. 

Here are a few other 
suggestions: 



GETTING STARTED 



Simply Heat 
And Serve 

I am interested in start- 
ing a business that 
makes prepackaged, 
frozen, ready-to-eat ethnic meals. Where 
can I go for information about the industry? 
D.A., Corona, Calif 

Skip Shaw, executive vice president of the 
National Frozen Food Association, notes 
that about 2,000 new items are introduced 
into grocery stores each year, and space in 
the frozen-food section is scarce. However, 
he invites you to call his staff in 
Hamsburg, Pa., at (717) 657-8601, for 
help in locating consultants and resources 
that could be useful. 



The Chips Are Down 

I am interested in starting a business that 
distributes bingo supplies. Where can I go 
to get leads on manufacturers of bingo-re- 
lated products? 
TM., Worth iugtvnt Ohio 




ILLUSTRATIONS MARTHA VAUGHAN 



Use a mailing-list broker to buy the 
names and addresses of liquidators, who 
purchase and then resell inventory from fi- 
nancially troubled or overstocked compa- 



To find makers of specific types of goods, 
check the Thomas Register of Aim ricau 
Manufacturers, a 26-volume set that is 
widely available at public libraries. Our 
1993 edition lists addresses of 16 manu- 
facturers under the heading "Bingo 
Supplies and Equipment." The largest of 
these companies, Bingo King Co., in 
Littleton, Colo., offers a wide range of 
goods. Its sales staff can be reached at 
1-800-525-8380. 



Rolling For Dollars 

I want to open a neighborhood roller-skat- 
ing rink. Where can I get information to 
get me started? 
T!W, Houston 

The Roller Skating Association, whose 
members are operators of roller-skating 
links, sells an industry guide for $75. It in- 
cludes tips on writing a business plan, buy- 
ing and renting skates, and other matters. 
Contact the group at 7301 Georgetown 
Road, Suite 123, Indianapolis, Ind. 46268; 
(317)875-3390. 



nies. Use postcards to tell the liquidators 
you're in the market for party favors, and 
request a call from those who have such 
merchandise. List brokers commonly ad- 
vertise in the Yellow Pages. 

Call major insurance companies and 
obtain names of liquidators they use to dis- 
pose of merchandise recovered after insur- 
ance claims. Salvageable goods from fire- 
damaged buildings, for example, are 
typically sold by insurance companies 
through liquidators. 

■ Call the National Auctioneers 
Association, in Overland Park, Kan. — 
(913) 541-8084 — for a copy of its directory. 
It costs $5, lists the names and addresses 
of the associations 6,000 members, and 
notes whether they handle business liqui- 
dations. You could send a card to those who 
do, informing them of your interest. (For 
tips about buying at auctions, see 
Managing Your Small Business in the 
February issue. ) 

The U.S. Customs Service holds peri- 
odic auctions of forfeited and seized items 
at locations across the country, including 
Miami. To get your name on a mailing list 
for sales advisories, call ( 703) 351-7887. 

Manning says that when you buy liqui- 
dated merchandise, you can find items for 
anywhere from 2 cents to 50 cents on the 
wholesale dollar, depending on quality, 
supply, and demand. 

On the downside, you have to pay in 
cash, and you can't take only the best 
items. Generally, you're expected to buy 
large quantities of goods — taking both 
items that are in good condition and those 
that aren't. "You can't be a cherry-picker," 
Manning says. 



HOW TO ASK 



Have a business-related question? Mail or 
fax your typewritten query to Direct Line, 
Nations Business, 1615 H Street, N.W., 
Washington, D.C. 20062-2000; (202) 463- 
3102. Or transmit your question to our 
CompuServe address: 76436,1735. Be 
sure to include your address and tele- 
phone number. 

Because of the high volume of letters, 
we can answer only those that are chosen 
for publication. Questions may be con- 
densed, and writers will be identified only 
by initials and city. 




MARKETING 



Exhibiting A Novel Idea 

I have a novelty item I would 
like to market. I need to know 
how to reach buyers for gift 
and novelty stores. Do they 
have trade shows? Also, how 
can I get leads on mail-order 
catalogs that might want to 
carry the next u Pet Rock?" 
K.K., Scott sckrie, Ariz. 

It's tough to forecast what nov- 
elty items will really take off, 
which makes it all the more 
important for you to find ways 
to get your product in front of 
as many prospective pur- 
chasers as possible, says Scott 
Borowsky, president of the 
Souvenir and Novelty Trade 
Association, in Upper Darby, 
Pa. k The only way to find out if your prod- 
uct will be the next success is to get some 
exposure," he says. 

He thinks youre already on the right 
track by looking into trade shows. Several 
of them in various regions of the country 
each year are attended by buyers for gift 
stores and mail-order companies that sell 
novelties through catalogs, he adds. 

A number of useful resources are avail- 




able to small-business owners who need to 
hunt down important trade shows in a 
particular industry. Two books, Trade 

Shows and Exhibits Schedule and 

Tradeshoiv III ck Data Book offer extensive 
listings of trade shows and their dates, 
with the shows categorized by industry. 
The books are published annually, and at 
least one if not both can be found in many 
public libraries as well as at a number of 



local chambers of commerce. 
Both books contain multiple 
listings under the heading 
"Gifts/' 

Also, a Bethesda, Md., orga- 
nization has some resources 
that could help if youre inter- 
ested in learning more about 
using trade shows effectively 
to get sales leads. The Center 
for Exhibition Industry 
Research, a membership 
group for exhibitors, offers 
some low-cost resources for 
nonmembers. The group sells 
research papers about im- 
proving sales-exhibit perfor- 
mance; prices range from $8 
to $30. The group also sells 
books on trade-show topics. To 
obtain a catalog, call (301) 
907-7626. 

If you would like to save time on your re- 
search of trade shows, the center can han- 
dle this for you. It charges $5 for each "pro- 
file" of a trade show in your industry. 

Borowsky 's group publishes a magazine, 
Souvenir Xovelties, seven times a year; it 
costs $30 annually, provides insight into 
trends in your industry, and accepts ads 
from novelty marketers. For information, 
call 1610)734-2420. w 
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Mancusos Small Business 
Resource Guide 

The Most Complete List of Small Business Resources Available 

Direct Line, the popular advice column for small business owners and managers, ^ives you answers from 
the experts about starting and running your business. Now you can have even more answers at your 
fingertips with Mancuso 's Small Business Resource Guide. , 





This updated guide contains a complete list of names, addresses, and telephone 
numbers of the best sources of small business information, including: 

♦ Computer purchasing directories and warehouses 

♦ Incorporating and forming partnerships 

♦ Franchising directories, associations, and advisers 

♦ Legal information and important legal questions 
and recommendations 

♦ Government assistance, including loans and grants 

♦ Obtaining venture capital 

♦ Import/export government contacts and much, 
much more' 



MANCUSO'S 

RESOURCE 
GUIDE 



Revised & 
Updated 



Order Form 



Nation'sBusiness 

.Send to: Nation's Business. Tirculation Department. 
161 S H Street. YU.. UashinKton. DC. 20062-2000 



ORDER TOLL-FREE 1-800-230-7700 

OR FAX 1-202-463-5641 



The Best Sources 
of Information on — 

Venture Capital • Government Assistance • Taxes 
Franchising • Advertising • Trademarks • Banking 

Business Ideas & Plans • On-line Services 
Incubators • Legal Services • Home-Based Busmen 

Marketing • Incorporating and Partnerships 
Computers • Consultants • import. Export end morel 

N o rm a , Addresses, 
Number s and Much Morel 



Method of Payment 

J Check enclosed for $13.95 (includes $4 for shipping/handling) 
J Bill my credit card 

J Visa □ MasterCard □ American Express 
Card# Exp. Date 



Joseph R Mancuso is \menca s best-selling small business author 
lie has written IS successful hooks, founded eight businesses, and 
is a member of the board of advisers for M) diverse I S. companies 

Order Today! Only $9.95 

plus $ i (M) for shipping/handling 
Paperbac k book W><> pages 
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kJ Fax orders) 
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Big government does 
not have all the an- 

, There's not 



swers. 

a program for every 
problem. " 

— President Clinton, 
1996 State of the Union 
address to Congress 
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"J challenge you to 
raise the minimum 



wage 

— President Clinton, 
1996 State of the Union 
address to Congress 
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The President s Consistency Problem 




resident Clinton has declared that "the era of big 
government is over." 
That statement in his 1996 State of the Union 
address was accompanied by a call for a balanced budget, 
tax relief, less federal regulation, welfare reform, and 
many other goals on the business agenda. 
But his words offered little reassurance to business. 
"While President Clinton's State of the Union message 
echoed all the conservative themes of fiscal responsibility, 
the appearances are misleading," comments Bruce Josten, 
senior vice president for membership policy of the U.S. 
Chamber of Commerce. "This is the same President 
Clinton who said in his 1995 State of the Union address 
that "we have to cut yesterday's government to help solve 
tomorrow's problems.' " 

The fiscally conservative themes of Clinton's most 
recent message included a call for a balanced budget and 
tax relief on a seven-year timetable. But he has vetoed 
legislation incorporating those very elements. 

Clinton's espousal of a balanced budget and tax relief 
acknowledges the overwhelming voter support they 
command in this election year. Vetoing a bill to implement 
them on the ground that the proposed spending cuts and 
tax relief are excessive is hardly a way to appeal to those 
voters. 

Presidential candidate Clinton promised to "end welfare 
as we know it," but he has also vetoed legislation to do that, 
again claiming that it went too fin: 

And in his address calling for a less-intrusive federal 
presence in business, Clinton told Congress: "I challenge 



you to raise the minimum wage." His comments on that 
point reflected a common misunderstanding about the 
federally mandated wage. A higher level would mean 
fewer entry-level jobs and decreased opportunities for the 
training and experience that they provide. 

While promising to work with business in developing 
less-oppressive environmental statutes, Clinton asserted: 
"Lobbyists for polluter's have been allowed to write their 
own loopholes" in environmental measures. A chief 
executive interested in cooperating with business and 
Congress on easing excessive regulation w r ould not make 
such a statement. 

While calling for less government control of business 
generally, the Clinton administration keeps trying to block 
federal contractors from permanently replacing workers 
who strike for economic reasons. This hiring right is 
specifically authorized by the National Labor Relations 
Act. Although a U.S. appeals court struck down Clinton's 
executive order to prohibit such hiiing, the administration 
plans an appeal. 

The president's various calls for less government, for 
fiscal responsibility, for cutting back regulations, and for 
stimulating the economy will remain unconvincing as long 
as his actions conflict with his statements. 

As the U.S. Chamber's Josten puts it, "It is far too easy 
in politics to say it than it is to make it happen. The real test 
of leadership is in making it happen." 

Until the president realizes that, he will find it difficult to 
defend himself against accusations that he lacks the 
consistent policy base vital to effective leadership. nb 
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Chamber Wins Legal Fight 

T 



he ! S < 'hamher of 
Commerce ha* won 
another victory in 
it* long-running 
court fight with Pn>ident 
Clinton over striker 
repiacf-mcn'.-* 

Thin latent win may I 
prove to be the decisive 
round in the battle over 
legality of an executive or 
issued by the president 
March g, 1906 I Ustflti'i dii 
liw kirn-d Mi" uwniiiing of n 
government contracts to bi 
neases that have in»rmaner 



strike for economic rv:t.-oj>. ,-ueh 
ax wages and employee benefits. 

In response to an appeal filed 
by the Chamber, a three-judge 
panel of the U.S. Court of 
Appeal* for the District of 
Columbia Circuit sided with the 
Chamlter un Feb. 2 in ruling that 
the executive order could not , - 
implementeil because It was In 
violation of the National Labor 
delations Act 

That 60-year-old statute, 
which airvern* I? S lalair-man- 



"The new ruling on 
striker replacement 
provides business with 
a really big boost" 

— Stephen A. Bokat 
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replacements." 
The ruling mu* 
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xpectetl administration 
I, I > Su|HVH urt. 



but ( hamraTiiAViafe believe the ^^^.^t SfSfafl 
-The appeal* |»nel decision effr*tM> «*« tn< 1 



Chamber and other husinej 
unduly harm many firm* co 
menu However, the District 
business group* that the 
violated the labor-reJationa I 
The Chamber's appeal 



admimsl 
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and neai 
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alent and general counsel of the 
Chamber. "The new ruling on 
striker replacement provide* 
business with a really big booat 
at a Una- when organized labor is 
becoming much more aggressive 
in organizing and making de- 
mands of employer*.'' he added 
The executive order took 
effect immediately after the 
provident signed n It prohibited 
federal agencies from awanimg 
fotk'rul contract* valued at more 
than $100,000 to comparoe* that 
hire replacement worker.-* for 
economic strikers. 

The Chamber, backed by 
other business groups, quickly 
asked the US. District Court for 
the Di.Htnt-t of ( 'olumi'ia '.>• I»ar 
federal contract officials from 
implementing the order. But in 
early May of last year, the 
District Court rejected the peti- 
tion. The court reasoned thai l>e- 
nm.Ni' Dm gin'ermnetit contractor 
had yet been Inirred from receiv- 
ing contracts, the order was not 
-ripe" for review 

The Chamber immediately 
appealed the decision to the 
Court of Appeals, which the 
following month ordered the 
Iwnii Court to review the cast- 
On .July 31. the District Court 
blocked enforcement of the 
order, agreeing with the 
* plaintiffs that the order wiwld 
ltracting with the fcoVrul govern- 
Ooflrt rejected arguments by the 
irder was unconstitutional and 

to the Court of Appeals on the 



Labor Costs 



Chamber Fights Wage Proposals 



erally mandated minimum 
wage keep turning up. 

While President Clinton ii» 
urging an increase, the U.S. 
Chamber of Commerce is 
opposed to any hike in the fed- 
eral minimum wage, currently 
M Z'i an hour. 

The minimum-wage issue 
returned to the legislative 
front burner Jan. 23 when 
( linton, (hiring his State of the 
Union adores*, urged 
Congress to raise the wage 
floor. 

Shortly thereafter. House 
Minority Whip David E. 
Bonior. D-Mirh.. anwHinced at 
a news conference that **eking 
a hike in the minimum wage 
would be his party's Ni 
year, behind strengl 
education programs. 

The Chamber hi 
op|x>sed efforts to increi 
wage whenever they h 
Its position is based on i 
that show that jot) lo* 
ever the wage is increas 

Minimum-wage inc 
upward pressure on h< 



As secretary of labor. Hobort Reich *« k*d efforts by the Clinton 
to increase the minima 



priority this 
ng federal 

steadfastly 
he minimum 
lieen raised 

vsult when- 



are higher, the Chamber twints out. not- 
ing finrnnized lalw>r'.« tradition of Strong 



Chamber members over- 
u h.-ltmrivr!\ oppose a minimum 
wage increase. In the April 1965 
ItiiMW - liallnt |h,|] i>f mcmlM r . 

7^ |M'IVlMll <lf I llf ITHp-ifiilfl,? - 

were against the Clinton admin- 
ihtrateni' p. M'l.ntr pro|>os;il te 
raise the minimum wage to $5.1f> 
mi hour "\«t i '.v.i yc.ir- 

I More than 5T> percent of 
respondents said such a wage 
hike would slow economic 
growth, and nearly 17 percent 
said it would result in layoff* at 

II their Dm 

The federal minimum wage 

I w.t- la.-' iiiviviwd in IWl. win n 
L it rose to $4.25 an hour from 

II $&M0. The previous year it had 
jumped to $4.80 from $tt.35. 
Some states have minimum 
wages that are higher than the 



he 
nut 



minimum 
• late hut 



showed signs 



rd bill. Propo 
«t to amend 



federal minimum wage. The board s 
previous policy was simply to oppose 



they fell nine votes short ..f the ''•'» 
required by tatdgi* rules to achieve this 
parliamentary maneuver. 
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SENATE VOTES 



1. Unfunded Mandates (S. 1) 



The Senate pawed 86-10 the Unfunded 
Mandates Reform Act. (The House passed 
a similar measure, and President Clinton 
signed a reconciled version into law. i 

The law in effect requires the federal 
government to fund mandate* that would 
cost state or local governments a total of 
more than $60 million It also requires 
the Congressional Budget Office to 
conduct an impact analysis of any 
unfunded mandate that would cust 
businesses collectively more than $100 
million. Any member of Congress may 
block a mandate if the analysis is not 
done 

Achi*--. inu mi.tN.!- . n 'iril.nd.ii 
mandate- wa> the tup ••! iti\e prinrit> 
of Chamber members, so the Chamber 
vigorously supported this measure to 
introduce financial accountability into the 
federal legislative mid regulatory process 



2. Balanced Budget (H.J.Res. 1) 



The Senate rejected 66*35 a constitu- 
tional amendment that would have 
required the annual federal budget to be 
in balance unless a three-fifths maj ori ty 
of the Senate and House voted for s 
deficit. I It takes a two-thirds majority— 
67 votes— to pass a constitutional 
amendment in the Senate.) 

The Chamber supported the balanced* 
luidyet amendment becau*- -.tatulors 
attempts to impose ftscal restraint haw 
failed, largely because budget procedures 
and constraints can be easily circum- 
vented under current law 

(Senate Majority Leader Robert Dole, 
K-Kan., is scored as voting in support of 
the Chamber's position even though he 
voted against the amendment By voting 
"no,' Dole retained the right to call for 
ienm-ider.tlu.il <»| thr amendment latet 

In i lie 104th Congress.) 



KEY TO SYMBOLS 



♦ "Right" vote supporting the U S 
Chamber position 

- "Wrong" vote, contrary to the U S 
ChamDer position 

? No recorded vote 

P Voted 'present * 

O Sea! vacant on date ol vote 



95% Percentage ol right votes out 
of total flMM cast by mat 
member on Chamoer* selected 
issues during I995. the first 
session of the 104th 
Congress 

CUM% Cumulative percentage of 

right votes out of total votes 
cast by that member on 
Chamtwr-seiected issues 



smco that members tnsl 
IR Congress, through 1 



Not* The perwntjyc alcuUttans MM fflMJ 
usmg ontv Va/xT-" votes The "?," 
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3. Paperwork Reduction (S. 244) 


public comrnifit on such requirements, 
and ensuring realistic time and cost 



The Senate approved 994) reauthonta- 
tion of the Paperwork Reduction Act. 
' The House passed a similar measure 
and the president signed a reconciled 
version into law I 

The law reduces the paperwork 
burden* imposed on individuals and 

t'U-if,,.^,... \n the federal pi\ emment h> 

MnM^irw-mng the nbility of the « ABcs 
Information and Ki-gulotory AtTsirsto 
review proposed and existing poperwurk 
requirement* providing for increased 



record keeping. 

The Chamber worked on Isrhalf of the 
ksjirinrirm which Chamber members 
identified as s high priority. 



4. Striker Reptocoaieflt 



[.„-., ten IftUd an attempt to 
overturn an executive order that barred 
federal agencies from contracting with 
firm* that replace workers who strike for 



economic reasons. The action came in a 
68-39 vote on a motion to end debate on 
(i proposed amendment to a supplemental 
appropriations hill for the Department 
of Defense <It takes a three-fifth* 
majority—**") vote* — to limit debate in 
the Senate.) 

The Chamber opposed the executive 
order, which tipped in favor of organi/<»d 
labor the balance between unions and 
buikMie tint iia.s «-M.-ted m Mini lifa 

law for more than 60 years. 



5. Line-Kern Veto IS. 4) 



The Senate passed 69-29 legislation 
that in effect would grant the president 
authority to veto line items in appro- 
priations bills as well iut some individual 
tax breaks in revenue bills and new 
entitlement spending As always. 
Congress could override a presidential 
veto by a two-thirds vote of both houses. 

The Chamber supported the measure 
as a tool for achieving spending restraint 
and long-term deficit reduction The 
House pnwd .i different line-itern \»-t" 
bill, and differences have not yet been 
reconaled. I 



6. Product-Liability Reform 



The Senate rejected 49-43 a motion to 
end debate on the Product Lialu u g 
Fairness Act The bill would cap punitive 
damages in civil product-liability awes at 
the larger of $260,000 or two tunes 
compensatory damages and would make 
other significant reforms in the product- 
liability system. 

The Chamber supported Uus effort to 
reform the product-liability system and 
establish limits on punitive-damagee 
awards. Such awards have increased 
percent in the past 20 years, with 
resulting higher costs of goods and 
*ervires being passed on t" nmsu 
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7. Product-Uabflity Reform 
(H.R. 956) 



The Senate passed 61-37 a proposal to 
reform the legal system governing 
product-liability suits in federal and state 
courts. The bill would cap punitive- 
dani.u;. - aw.«roS a^im-! -mail innipanie« 
and would provide a conditional cap fur 
firms with more than 25 workers. It also 
WOttld eliminate >ant and several liability 
for noncconomic damages. 

The Chamber supported the legislation 
as an alternative to the current liability- 
law ty-tem. which costs consumers more 
than $130 billion annually. <The House 
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8. Fiscal 1996 Badge* Resolution 
IH.Con.Res. 67) 



After nearly 60 rounds of voting to 
amend the fiscal 1996 budget resolution, 
the Senate passed 57-12 a plan u> balance 
the federal budget by 2002. The plan 
contained specific propo*als for cutting 
federal spending in discretionary 
programs, limiting the growth of 
entitlement program*, reducing 
government waste, and providing for 
it tax cut if n balanced budget b 
certified by the Co ng r cwWin al Budget 
Office 

The Chamber supported the resolution 
as an important step toward reducing tit* 



if government, lowering 
ring economic growth. 



9. Fiscal 1996 Budget Resolution 
(H.Con.Res. 67) 



After reconciling diflerences in the House- 
passed version, the Senate passed 64-46 
tile consensu* version of the fiscal 1666 

budjgsl retotntket 

The Chamber supported the conference 
report, which emphasized balancing the 
budget. streamlining guvernment 
spending, and providing meaningful tax 
rebel 

<A budget resolution does not require 
the president's signature.) 



10. Regulatory Reform 



The Senate approved 60*36 an amend- 
ment to the Comprehensive Regulator. 
Reform Act to subject to risk assessments 
and awt-benefit analyses those regula- 
tions that would substantially affect a 
significant number of •mall firms, 
if complying with the regulations would 
cost businesses less than $100 million 
altogether. 

The Chamber supported the amend- 
ment as a way to protect small businesses 
fmm burdensome yet ineffective 



11. Regulatory Reform (S. 343) 



The Senate rejected 58-40 a motion to 
«-nd debate on the Comprehensive 
Regulatory Reform Act. which would have 
required federal agencies to conduct ri.tk 
assessme nts and cost-benefit analyses on 
new federal environmental, health, and 
safety regulations. (It takes a three-fifths 
majority— 60 votes— to limit debate in the 
Senate, i 

The Chamber supported this legislation 
in the belief that the current regulatory 
system k badly in need of an overhaul: 
Aim ncan bu-ines-; >\» ml> more than 

$600 billion annually in complying with 
federal regulations, with small business 
bearing a disproportionate share of the 
burden. 

i Kiirth.'i >.•(!. ii> .■.•turn mi a compre 
hensive regulatory-reform bill is uncertain, 
though some components could be voted 

i.n miirp-'ndt'tilly. 1 



12. Mining Moratorium 



By 51*46, the Senate rejected adoption of 
a one-year moratorium on miimig-daim* 
patents, which provide businrsjte* with 
title to certain public hinds for the 
purpose of developing hardrock mineral 
claim**. 

The Chamber opposed the moratorium 
because it would have hindered efforts to 
reform the federal hardrock -mining 
program Those efforts were under way at 
the time of the vote on the ban. nnd they 
subsequently resulted in reforms 
expected to spur domestic production of 
minerals and create high-paying jobs 
while generating tax and royalty 
revenues and safeguarding the 
environment 



13. Welfare Reform (H.R. 4) 



The Senate (Hissed 87-12 a proposal to 
overhaul the welfare system by giving 
states the primary authority to manage 
welfare pmgrams and by requiring 
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welfare recipients to work after receiving 
benefit* for two years. 

I The House passed a similar measure, 
but the president vetoed the reconciled 
UmlM I 

The private sector is a critical 
component of meaningful job training 
nnd of employment, and the Chamber 
supports thin and other welfare- refonu 

iiiiM-urc- that would return welfare 
recipients to attain the knowledge, skills 
and attitudes necessary to enter and be 
successful in the workplace. 



14. job Training (H.R. 16171 



•deral job- 
t .. universal 



that would consolidate m 
training programs into a 
work-i«,io- 'l. velopmmt system 

The Chamber supported this effort to 
promote business-education partnershipr., 
create a single system for delivering 
education and training service* at the 
licnl level, and develop program* to help 
achieve a world-class wtirk-fistMSSvelop 
ment system that Is r**ponsive to today* 
skill needs. 

The bill would enable *mall liusmeases 
and local chambers of commerce to par- 
ticipate in delivering education and 
'nn rung services. The Mouse passed a 
separate training bill, but different > 



15. Health -Insurance Deduction 
For The Self-Employed 



The Senate passed 99-0 an ame 
to the Seven-Year Balanced Bui 
Reconciliation Act that would hi 
increased to 55 percent the tax 
for health-insurance costs of tht 



ndmen! 



employed. (The president vetoed the 
Senate-House consensus version of the 
budget bill i 

Thf Chamber has long maintained 
that unincorporated small businesses 
and the self-empluyi«d should receive the 
same 100 percent health-insurance tax 
.l,<liution tha: ix available tn 
corporations. 

imrUm legislation extended the 
deductibility at the 25 percent level for 
1984 and increased it to 30 percent in 
successive years, after which the 110 
percent level become* permanent; this 
amendment would have immediately 
increased the deduction to 56 percent 



16. Minimum Wage 



The Senate defeated 51-48 a motion 
to waive budget rules and consider an 

.iim-ndrriuit l« the Seven-Year Balumed 

Budget Reconciliation Act that would 
haw expressed the sense of the Senate 
that an increase in the federally 
mandated minimum wage should be 
considered by Congress in 1995. 

Ii takes s three-fifths majority— 60 
votes— in the Senate to waive provisions 
of the budget act and consider legislation 
dial would increase government spending 
above limits previously agreed upon by 
emigres*. > 

The Chamber opposed the motion 
because studies SUM that increases in 
the minimum wage result in creation of 
fewer low-wage job* 

The approach that the Chamber 
prefer* for ensuring job growth and wage 
increases is to move toward government 
policies that promote the growth of the 
n-ee-u*arket system without government 

mandate* 



17. Arctic National Wikflrfe Refuge 



The Senate approved 51*48 a motion 
to table and thereby kill an amendment 
to the Seven-Year Balanced Budget 
Reconciliation Act that would have 
struck provisions authorizing oil and 
gas development in the Arctic National 
Wildlife Refuge. 

The Chamber argued that, through the 
use of advanced teehnoliigie*. the Arctic 
coastal plain could be developed in an 
environmentally sound manner. The 
refuge is the nations most promising 
oiishore frontier for oil and gat 
development, and the government 
estimate* that, coastal-plain development 
would create more than 250.000 jobs. 



18. Seven-Dear Balanced Budget 
Reconciliation Act (H.R. 2491) 



The Senate paased 52*47 the Seven Year 
Balanced Budget Reconciliation Act 
which would have implemented specific 
■•pending reductions and reformed federal 
programs and the tax code to balance the 
budget by 2002. (The president vetoed the 
Senate-House 
budget hill I 

Among other things, the legislation 
would have reformed the Medicare 
program to ensure it* solvency by 
controlling its rate of spending growth 
and offering choices to recipients, 
implemented tax relief for families and 
businesses, and reformed the nations 
welfare system The hill also would ha\ 
•lowvd runaway entitlement -jieivl i 

As an ardent advocate of balancing 
the budget, the Chamber vigorously 
supported enactment of this legislation to 
ensure lower interest rates, boost savings 
and imrftiih nt. nana-, (inula, in it v 
and lead to more and better jobs and a 
higher standard of Irving 



19. National Hi 
(H.R. 2 



System 



The Senate passed 80-16 the House- 
Senate compromise version of togtalation 
to designate 160.000 miles of roads as the 
National Highway System WHS). 

The Chamber supported the legislation. 
Aigned into law by the president, because 
the NHS represent* a long-term invest' 
ment in the notion's productivity nnd 
competitiveness. 

The law prov ides priority funding f 
the roads that are most important to 
commercial nnd personal transportati 
needs. Ninety-five percent of business 
will be within live miles of the NHS 
making the system crucial to the long 
term growth of commerce. 



S 
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HOUSE VOTES 



1. Balanced Budget (HJ.Res. 1) 



The House approved 253-17^ a subsutute 
veruon of a constituiiunnl amendment to 
require a three-fifths majority vote of the 
House and the Senate to increase taxes, 
allow deficit spending, or raise the 
statutory- limit on federal debt 

This measure was later superseded by 
another vernon of the balanced-budget 
amendment with inn 



■ provision*, 
t would not 
vote of Congrw* 



with the exception t 
require a supemuyc 
to raise taxes. 

The Chamber supported the 
supermajority requirements, which 
would make it substantially more 
difficult for Congress to raise taxes and 
would provide the discipline needed to 
cut government spending and dimmish 
the national debt 



2. Balanced Budget (HJ.Res. 1) 



The House approved 300-132 a 
constitutional amendment that would 
require the annual federal budget to be 
in balance beginning in 2002 or two 
yean after ratification of the amendment 
whichever occurred later. 

lit take* a two-thirds majority— 290 
votes — to approve a constitutional 
amendment in the House. I 

Under the amendment, a three-fifth* 
majority vote of the House and Senate 
would be required to allow deficit 
spending or raise the statutory limit on 
federal debt However, as always, taxes 
could he raised by a simple majority 
vote 

The Chamber supported the 
amendment because it would restore a 
critical principle of fiscal responsibility 
and limited government. Further, it 
would promote found economic policy, 
encourage savings and investment, and 
npur economic growth. 



3. Unfunded MmMnt (H.R. 5) 



The House pasted 360-74 the Unfunded 
Mandate* Reform Act 'The Senate 
passed a similar measure, and the 
president signed a reconciled version 
into law. i 

The law require* the CongressNsial 
Budget Office to conduct an impact 
analysis of any unfunded mandate that 
would cutrt businesses collectively nvwv 
than $100 million Any member of 
« ..---r.-- nm v tiluck .i mandate if the 
analysis is not disie. 



SM>4 



1 2 I 4 | I 1 I f 10 111? O 14 18 1» 17 ta tt ?0 « 22 21 24 



ALABAMA 

1 CALLAHAN |Ri 
?fVtPETTiR| 

5 KMI08I I 

4BfVlU!Dl 
50UMFR iOi 

6 HACHIJS (Ri 
7MUJAR3 <0i 



1 



ALASM 

VOUNti.n 



• -•. - •, •• 

IMgKW'Di 

15TUMP(Bl 

4SHA0CGG(R| 

SKOUEiR) 

SKSrWOSTH(S) 



1U IC0UI(P | 
I naaoQi f.: 
im itoaaai 

40CXIVIS) 




CAllfORKIA 



1 **»(*.) • 




f*H«M! ♦ 




}>A7i0iDi 




4 OOOUTUf IS) ♦ 




sma^i.o. y 


f • 4 


•noourvfoi 




tmumm 




s paoa iOi 


4 . - 


ftmuusfoi 




n8AttR(Sl ♦ 





npoueo's) ♦ 




oawx<o> 




-.-»♦- 


UESMOOfOl 




l&MKTAtO) 


- ♦ ; : 


l6:0«iRflHD| 




17fAJW(0) 




'UCCWCHTJO) ♦ 




lflRA04IKMCH(S t ♦ 




MDCOL£V(0) ♦ 




:mhoiaas<si • 




aaASTSAjoiR) ♦ 




73 GAUKin .;n, | 




MKHflfiWtDl e. 




SSMtsSMM ♦ 




amANici 




;-M00SHO0(R> 




aoaxsco • 




amnAMtt) 




*8ICfW<AlD> 






II 


J2CaON|D' 

aiwnwALLASo.Oi - 




>4T0**S,D. 




Kmunwtoi 




K^fttAANlDl ♦ 








SHCSN'R' • 




1*1 ♦ 




joirwsfli. ♦ 




4«MM(S> ♦ 




<7 8*QW*i& 




43CALVtm.R> ♦ 




4SW0|*1 ♦ 

mmmmmm ft 




it ■■ --Mr. h, t 




47 COX (S) » 




4«PftCftA*ftiRl • 








»nufS(Oi 




viOSMIIOMWiir: ♦ 




v mums iSi ♦ 






71 
17 
71 
100 

71 



77 
•00 
» 

a 
f 
a 

17 
U 

a 
o 

S4 

1) 

a 

a 

too 



too 



100 

ft 



Achieving control? 
mandates was the U 



vigorously 



*, so the Chamber 
this measure to 



1995 How They Voted 



introduce financial accountability into the 



4. line-Item Veto (H.R. 2) 



The House passed 294-134 Knslation 
thnt in effect grants the president 
authority to veto within 10 days of their 
approval by Congress line items in 
appropriation* bills and Minn- tux breaks 
Congress could override s presidential 
veto by a two-thirds vote of both house* 
The Chamber supported the measure 
as a tool for achieving spending restraint 
and long-term deGcit reduction 'The 
Senate passed a different line-item veto 
bill, but differences haw not been 
reconciled • 



5. HeaftMravance Deduction 
For The Self Employ* 



The House passed 381-44 an 
to the Sewn- Year Balanced E 
dilution Act that would have 
|*Tn'nt the tax deduction 
insurance oasts of the m*lf-em 
president vetoed the Senate-! 
c un s a i sus version of the bud| 
The Chamber has long ms 
that unincorporated smnll bt 
and the self-employed should 
some 100 percent health-loot 
deduction available to rorpor 



ilth- 
t 'The 



lUiined 

Tceivethe 
nnce tax 
:ion> 



deductibility at the 25 percent I 
1994 and increased it to 30oerc»nttt 
Wirraaiiu years, nfter which the 30 
percent level becomes permanent, mi 
aniendment would have imnwsdjawy 
tojeraased the deduction Ui 86 percent 



fur 
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Private Property Protection Act by 
•topping many government takings" 
of private properly under the wetlands 
and endangervd-tipeciee program. 

Specifically, the amendment would 
enhance the act's protections for private- 
property owners by providing compen- 
sation for any loss in property value of 10 
percent or more and outright purchase if 
property value is diminished by 50 
percent or more. 

The Chamher supported the measure, 
which would put accountability and 
balance into federal programs that limit 
the use of private property 'The Senate 
could consider similar legislation this 
year.* 



8. UllirtMj Reform (H.R. 9) 



The I louse p aa a ed 277-141 a swooping 
regulatory-overhaul measure that 
included several formerly independent 
pM-ce* of legislation aimed at putting 
accountability and balance into the 
nation's regulatory prooeoA. 

The bill included provisions to ease 
the paperw ork burden on businesses; 
proti«ct the rights of private- property 
owners; and provide relief to small 
businesses under the Regulatory 
Ftanmlitv Act The legislation also would 
require risk-baaed decision making lor 
federal regulations to ensure that the 
costs and benefits of regulations are 
considered. 

The Chamber supported each provision 
of the bill, as business owners haw called 
repeatedly for meaningful federal 
regulatory reform. 

• Thus far the Senate has been unable 
to agree on a comprehensive regulatory- 
reform mil. Further action is uncertain, 
though some components could be voted 
on independently. » 



9. Legal Reform (H.R. 956) 



0 posed 265- 161 the Common 
duct Liability and Legal 
X designed to significantly 
» legal system that is applied 
low Miit* by capping punitive- 
awards at the larger of $250,000 
lines the economic damages 
ind eliminating joint and 
ibilit> 

amber supports legal reform 
ips on punitive-damages 
rhich have increased 89 percent 
1 70 years, with the resulting 



aw am*, wnu n nave 
in the past 20 years 
higher costs for pox 
being paaaed on toe 
•The Senate pass* 
reform bill, but diffe 
reconciled • 
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10. Welfare Reform (H.R. 4) 



overhaul the welfare system by giving 
states the primary authority to manage 
welfare programs and by requiring wel- 
fare recipients to work after receiving 
benefits for two years. 'The Senate 

\Ki*si-<\ ii Mmil.tr in. but tin 

president vetoed the reconciled version. I 

The private sector b a critical 
component of meaningful job training 
and of employment, and the Chamber 
supports this and other wdEsre-refirm 
measures that would require welfare 
recipients to otlain the knowledge, skills, 
and attitudes necessary to enter and be 
successful in the workplace. 



11. Term limits (H.J.Res. 73) 



The House rejected 227-204 a constitu- 
Hbod amendment that would haw 
imposed a 12-year lifetime limit on 
cungrvstiwinal j^ervice in the Hon-*- 
and the Senate < It takes a two-thirds 
majority— 2«0 votes — U> pass a 
constitutional am e n d ment in the House » 

The Chamber* membership has 
expressed strong support for limitu 
terms of members of Congre 
ensure the accounttbilit* of 



help 
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12. lax and Spending Cuts 
(H.R. 1215) 



Fairness and Deficit Keductiou Act. 
liwifaioiiil to provide tax relief to families 
and h" ff ? issw reform the tax system- 
and redirect federal programs that prove 
to be ineffective, inefficient, and 

hiirrL.nMiifTMi 

The Chamber supported the legu4at»on 
because it wisild increase savings and 
investment, create jobs, boost productivity 
and real-wage growth, and improve the 
nations standard of living. 'Many pro- 
vision* of thi* lull v»ere included in the 
Seven-fear Balanced Budget Recon- 
ciliation Act. which was vetoed by the 

pM'MoVnt 



13. Clean Water Ad 
(H.R. 961) 



The Hou«e passed 240-186 ajnendments 
to the Ck*an Water Act to provide 
•dditamal incentives and flexibUily in 
developing effective control* on water 
Pollution The measure also would 
"Jqnire the Environmental Protects* 
^jjjency to incorporate valid JjjjjPjjJ|!£ta 
nsk assessment, and cost-betiefil 
•nalysJs into regulatory decision making 
The Chamber supported the measure 
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14. Fiscal 19% Budget 
testation lH.Con.Res. 67) 
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result m a holanced federal budget b 
2002. The resolution contained specific 
proposals for reducing the growth rate 
of spending for dutcretionary and entitle- 
ment programs, streamlining federal 
pnigrums and reducing government 
waste, and relieving the tax burden on 
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ip toward reducing the 
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HWH SJSJ 



size and scope of government, lowering 
taxes, and increasing economic growth. 



15. Fiscal 1996 Budget 
Resolution (H.Con.ftes. 67) 



After reconciling differences in the 
S-ii.it«.-u<i»>.<| ver-mri. Ok- H-.um- i».i>m-«! 
J ^-iM-S !h«- .•Miis*-iwim version of thi' 
fiscal 1996 budget resolution 

The Chamber supported the conference 
report, which stressed balancing the 
budget in seven years, reducing govern- 
ment spending, and providing major tax 
relief. 'A budget resolution does not 
require the presidents signature.) 



16. MFN Status For China 
(H.J.Res. 96) 



The House voted 321 -107 to table and 
thereb>' lull legislation that would have 
disallowed the presidents extension of 
most-fiBVured-nation status to China. MFN 
status allows a foreign country's products 
to enter the U S. at normal tariff rates. 

The Chamber supports China s MFN 
status because its revocation would have 
virtually assured Chinese trade 
retaliation again.it U S exports to China. 



17. Striker Reptocemefrt 
RetjuireniLMitNLRB M 
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The House rejected t8&2H | motion to 
send the fiscal 1996 appropriations bill 
for the Ijibor and Health and Human 
Services departments back to committee 
with instructions to strike certain 
provisions They concerned an executive 
order on permanent replacement of 
economic strikers, standards 
under development then by the Occupa- 
tional Safety and Health Administration, 
and the National Labor Relations Boards 
ability to seek preliminary injunctions 

The Chamber supported all three 
provisions, and approval of the motion, 
in effect, would have killed them 

The first provision would overturn 
an executive order that barred federal 
agencies from contracting with firms that 
hire workers to replace those who strike 
for econo m ic reasons. The Chamber 
strongly opposed the executive order, 
which tipped in favor of organized labor 

Sm bsjsaei bajssssg oakm rad boiaaei 

that has existed in federal labor law for 
more than 60 years. 

The second provision would in effect 
bar OSHA from further developing 
standard* for workplace ergonomics. The 
Chamber felt the draff standards could 
not he justified scientifically and if 
finalized and implemimU'd, would impuw 
a substantial, unnecessary burden on 
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businesses. The third provision would 
restrain the NLRB from seeking 
preliminary injunctions against 
employer* withod IBM MM B*J 
Chamber oppose* this NLRB practioe 
because it, too. disrupts the lonfi-sUi riding 
balance in federal labor law. 



18. Job Training (H.R. 1617) 



The Home passed .'H6-79 legislation 
that would consolidate most federal job- 
training programs into a single, universal 
work-force-development system. 

The Chamber strongly supported the 
legislation, which would promote business- 
education partnerships, create a singfe 
system to deliver education and training 
services at the local level, and develop 
programs to help achieve a world-class 
work force-oeveloproent system that is 
responsive to todays akin needs. 

The hill would enable small businesses 
and local chambers of commerce to 
participate in delivering education and 
training services. (The Senate pasted 

n separate training bill, but chfl" 

have not been reconciled. » 



19. National Highway Syste 
Designation (H.R. 2274) 



n„. II,,,,-. .1 ll'i V tii. Huuh- 
Senate compromise version of legislation 
to designate 160,000 miles of roads as 
I be National Highway System (NHS { 

The Chamber supported the legislation, 
signed into law by the president, 
because the NHS represents a long- 
term investment in tin- nations 
productivity and competitiveness The 
law provides priority funding for the 
roods that are most important to U.S. 
commercial and personal transportation 
needs. Ninety five percent of busineaMi 
will be within five miles of the NHS. 
making the system crucial to the long- 
term growth of commerce. 



CM^f!ibofi75!R. 743) 



for Employers and Managers (TEAM 1 
Act. which would permit t-stabltshment 
"( i nnmint.s'- to enable maiujjei - and 

employees to jointly solve business 
problems, mcrease pnxluctivity. and 

' i r i ( • ) . - : i , , i,i ,|ij.ilit\ tiuiliaHenx-ilt 

programs. The biil. sUll pending in 
the Senate, also would remove legal 
impediments to allowing employees to 
ensure the economic success of their 
employers. 

The Chamber supports the TEAM Act 
as un important mean* of nuiking VS. 
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companies more competitive and efficient 
through employee involvement in 
addressing issues m the workplace. 



21. MeoVere Pieierwttai Ad 
(H.R. 2425) 



The IIou.se pawed 231-201 legislation 
that would implement reform* in the 
Medicare program to protect and preserve 
it for current and future beneficiaries. 
Medicare upending has grown at an 
uiisustainable rate, making immediate 
reforms necessary to assure the continued 
solvency of the Medicare Trust Fund and 
to place Medicare on a more secure 
financial basis for the future. 

The Chamber bucked the measure an 
a key step toward addressing Medicares 
problems by increasing recipients' choices 
among competing health plans and by 
controlling spending growth. iThe es s en c e 
of this bill was included in the Seven- 
Yeur Balanced Budget Reconciliation Act, 
vetoed by the president » 



22. Seven-fear Balanced Budget 
Reconciliation Act (H.R. 2491) 



The House passed 227-203 the Seven- 
Year Balanced Budget Reconciliation Act, 
which would have implemented specific 
spending reductions and reformed federal 
programs and the tax code to balance the 
budget by 2002. 'The president vetoed the 
Senate-House uaiseusus version of the 
budget bill j 

Among other thing*, the legislation 
would have reformed the Medicare 
program to ensure its solvency by 
controlling its rate of spending growth 
and offering choices to recipients, 
implemented tax relief for families and 
businesses, and reformed the nations 
welfare system. The bill also would have 
addressed runaway entitlement spending 
while ensuring more-eflective services to 
those in need. 

As an ardent advocate of balancing 
the budget the Chamber vigorously 
supported enactment of this legislation to 
ensure lower interest rates, boast savings 
and investment increase productivity, 
and lead to more and better jobs and a 
K.i :(!••• tndnrd i>( living 
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The House passed 257-166 an 
amendment to legislation extending 
the federal debt limit to require federal 
agencies to conduct risk assessments 
and cost- benefit analyses on new federal 
environmental, health, and safety 
regulations 'The president subsequently 
vetoed the debt -ceiling extension, i 



The Chamber supported the regulatory- 
reform provision because the current 
regulatory system is badly in need eftp 

• :..iwi. Ann tk. m liu-.un-- -jmmii1> moiv 
than $600 million annually in complying 
with federal regulations, with small 
business bearing u disproportionate share 
of that burden 



24. Mining Moi etorh— 



The House passed 230-199 a motion 
to send the House-Senate compromise 
version of the fiscal 1966 appropriations 
bill fir the Interior Department back U) 
the House Resources Committee wnl > 
instruction* to add a one-year 



iii-n .itnnum on niimng-claims patents. 
The patents provide businesses with 
title to certain public hinds for the 
purpose of developing haidrock-minera] 
claims. 

The Chamber opposed a moratorium 
because it would have hindered efforts 
to reform the federal hanirock-mining 
program Those efforts were under way 
at the time of the vote on the ban. and 
they subsequently resulted in reforms 
e\pecu«d to spur domestic production 
of minerals and create high-paying jobs 
while generating tax and royalty revenues 
and safeguarding the environment (The 

[ifi-iiinil s ilw.-<|ii.-ntl\ ..■!(»•<! !h. Int.-nui 
Ippropi '.I'"'') hili ■ 
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Send inquiries to: 

RO. Box 1200 
Washington, D.C. 

20013 
Attn: Classified 
Advertising 
or 

CALL TOLL FREE 
800-424-6746 
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is broadcast by satelHu* from the Chamber's 
headquarters in VVoshingtim The show '» 
available in syndication through three satel- 
lite feeds beginning at 5 ajn. Kaatern time, 
with upbtflawnfon* available at 5 - JW am. 
and 6 am. (Check the Ustinr below for the 
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in Knoxvflte (7 ajn.), anil Newvt^annd 8 m 
the Woshingtiin, D.C M area (9 a.m.). 

"First Hunirnw" ia sponsored by 
Cfinnertimt Mutual Life Irwurance Co, 



AFFILIATE 



MaMMM 

MMsi "J' 1 1 
CBS 
NBC 
NBC 

rVWah Bm 
UPN 

l^lipeflmM 
Mmmai 
Man Bm 
iHiBBjagml 



Tn-oaw Tenn-Va 
T«mFatL)diho 
Waco-Tampe-Bfyar, Ton 
'rVasnrogton, 0 C 
Hmtotntex* Ra 
Yatona. Wash 
VtoayiDwri. Onw 



STATION 


TIME 


WYCS-24 


030am 


WYHS-69 


US am 


WWT-58 


5-30 am 


KE013 


Sam 


KTVE-10 


530am 


WNABM 


6 am 


WUPL54 


Sam 


WMS£-68 


630 am 


WPEN-51 


Sam 


WKCf-18 


5 am 


WH5P-66 


830am 


KJJSK-/ 


530 am 


KWBP-32 


530am 


V\RAY-30 


630 am 


WOTO.24 


630am 


WSVM 


11 am 


KTVl-2 


Sam 


KSL-5 


5 am 


•UJSJ-51 


530am 


KTVU-2 


530am 


WDBt-34 


Sam 


KTZ2-22 


530 am 


KXB-12 


S30am 


WTWC-40 


Sam 


Fia W8SV-62 


7 am 


WEMT-39 


5 am 


KMYT-11 


530 am 


KYU-28 


630am 


WBOC-50 


530 am 


WTCH-U 


Sam 


KEBB-tiO 


6am 


WFMJ-21 


Sam 



W.ir>arBfoa 



Warner Bros 
ABC 
Fa 
M 

m 

Fa 



UPN 
KBC 

CBS 
AamcBros 
War^e Bros 



WarrnrfjBB, 



